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FROM  THE  EDITOR 


The  second  half  of  1973  is  full  of  problems  Mutt  would  directly  affect 
the  Third  World,  which  consists  of  developing  countries.  We  may  recall  the 
continuous  international  \monetary  crisis,  the  energy  crisis  experienced  by 
the  developed  countries,  the  conflict  in  the  Middle  East,  lohich  gives  no 
indications  of  easing  /off,  and  the  sittCation  in  Indochina,  which  is  at  present 
characterized  by  uncertain  peace. 

We  note,  furthermore,  that  the  presence  of  Japan  with  its  ever-growing 
strength  and  yet  uncertain  of  the  role  it  is  to  play  in  the  world  today  has 
given  rise  <to  fear  and  anxiety  in  some  'Asian  countries.  At  the  same  time 
the  Third  World  is  watching  with  anxiety  'the  detente  between  the  super- 
powers, which  may  lead  the  ivorld  bach  into  a  situation  in  lohich  important 
decisions  affecting  the  world  over  would  be  made  by  the  four  big  powers, 
namely,  the  United  States,  the  Soviet  Union,  the  People's  Republic  of 
China,  and  Japan,  rohereas  in  the  mean  time  Europe  would  be  busy  dealing 
with  its  own  internal  problems. 

Another  point  of  interest  xvould  be  the  non-aligned  summit  conference 
due  to  be  held  in  Algiers  in  September.  Non-alignment,  which  has  grown 
out  of  the  bipolairisation  of  the  world  in  the  context  of  the  cold  war,  is 
now  faced  with  new  challenges  that  would  likely  render  the  validity  and 
the  pursuance  of  such  a  policy  questionable  and  affect  the  very  existence 
of  the  "Third  World". 

The  multipolarisaition  of  the  world  of  today,  the  rapprochement 
between  the  centres  of  world  ideologies,  and  the  emergence  of  big  powers 
in  the  East,  'namely,  Japan  and  the  People's  Republic  of  China,  would  pose 
such  a  challenge  to  the  idea  of  non-alignment.  It  does  seem  now  that  the 
bipolarisation  of  the  world  as  a  manifestation  of  ideological  polarization 
has  been  disappearing  and  is  'being  replaced  by  a  new  bipolarisation  based 
on  economic  interest.  Tliis  is  the  conflict  between  the  North  and  the 
South,  between  the  rich  land  the  poor  countries.  And  it  happens  that  the 
non-aligned  bloc  consists  of  mostly  developing  countries. 

The  situation  of  the  world  near  the  end  of  1973  ivill  be  reflected  in 
the  articles  presented  in  this  last  number  of  the  Indonesian  Quarterly 
in  its  first  year.  In  anticipation  of  the  non-aligned  summit  conference  in 
Algiers,  we  present  Dr.  Sujatmoho's  article,  "Reflections  on  Non-alignment 
in  the  1970's". 

In  connection  with  the  energy  crisis  in  the  developed  countries,  which 
would  help  to  shape  international  politics  in  the  years  ahead,  we  present 
Major  General  AH  Moertopo's  article  on  "The  Security  Aspect  of  Energy 
Resources" . 

Regarding  the  presence  of  Japan  with  its  increasing  economic  strength 
and  political  role,  which  has  given  rise  to  anxiety  particularly  in  some 
Asian  countries,  in  this  present  issue  Mr.  Hadi  Soesastro  xorites  on  "the 
Role  of  Japan  in  Southeast  \Asia".  I  And  of  interest  also  will  be  Dr. 
Pamglaykim's  article,  which  deals,  with  some  economic  aspects  of  the 
ASEAN,  and  Dr.  Sutomo  Roesnadi's  article  on  the  policy  of  Japan  and 
of  the  People's  Republic  of  China  towards  ASEAN. 

Finally,  on  Indonesia's  domestic  problems,  we  present  Dr.  Tubagus 
Rifai's  article  on  Educational  Reform.  And  as  usual,  this  present  number 
also  contains  some  documents  .related  to  the  above  articles  as  well  as  <i 
chronicle. 


D.H.  ASSEGAFF 


REFLECTIONS 

ON  NON-ALIGNMENT 

IN  THE  19709s*) 

SOEDJATMOKO 


Like  many  institutions,  movements  and  policies  that  took  shape 
during  the  cold  war,  non-alignment  has  had  to-  and  is  still  in  the 
process  of  re-defining  itself  in  the  face  of  the  changing  conditions 
resulting  from  the  shift  in  international  politics  towards  multi- 
polarity.  The  concerns  expressed  at  the  Lusaka  conference  as  well 
as  in  Georgetown,  reflect  the  awareness  that  many  of  the  leverages 
on  major  powers  developed  by  third  world  countries,  exploiting  cold 
war  rivalries  had  fallen  away  as  a  result  of  detente.  Henceforth,  in 
principle  at  least,  mutual  big  power  accommodation,  without  any 
regard  to  third  world  interests,  and  even  at  the  expense  of  the  third 
world,  had  become  possible.  In  general  the  response  of  the  third 
world  has  been  to  press  their  demands  for  changes  in  the 
international  economic  system  as  contained  in  UNCTAD  m,  to 
emphasize  the  need  for  much  closer  political  and  economic 
cooperation  among  the  non-aligned  nations  themselves,  and  to 
emphasize  the  need  for  increasing  self-reliance.  On  the  whole,  despite 
its  many  complications  for  the  non-aligned  world,  detente  was  seen 
as  a  vindication  of  the  basic  premises  of  non-alignment. 

The  non-governmental  character  of  this  seminar  may  provide  a 
welcome  opportunity  to  explore  some  of  the  broader  implications  of 
rnulti-polarity  for  non-alignment,  and  to  discuss  some  problems  the 
non-aligned  countries  will  have  to  face  in  order  to  maintain  their 
thrust  and  coherence  in  the  new  fluidity,  that  characterizes 
international  politics  in  this  post-cold  war  thaw. 

*  This  is  an  elaboration  of  the  original  pa,per  presented  to  the  Seminar 
on  Non-Alignment  organized  iby  The  Indonesian  Institute  of  International 
Affairs,  Jakarta,  May  23  —  25,  1973. 
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This  fluidity  is  the  result  of  many  factors.  There  is  the  erosion 
of  the  credibility  of  super  power  deterrence,  and  the  substantial  loss 
of  cohesivene&s  of  the  security  oriented  coalitions  and  structures  of 
the  cold  war ;  the  emergence  of  Japan,  Europe  and  China  as  more  or 
less  autonomous  centers  of  power,  uncertain  still  of  their  role,  but 
too  strong  to  be  ignored;  a  continuing  shift  in  the  balance  of  power 
and  of  competitive  capability  among  major  industrial  countries  and 
regions,  as  well  as  shifts  in  the  political  balance  and  prevailing  value 
orientations  within  some  of  the  major  powers.  The  only  thing  that 
can  be  said  with  certainty  about  this  new  fluidity  in  international 
politics  is  that  no  valid  prediction  can  be  made,  neither  as  to  its 
real  significance  nor  as  to  the  ultimate  direction  of  the  changes 
that  are  now  in  process. 

It  is  conceivable  for  instance  to  think  of  the  future  in  terms  of 
a  relatively  stable  multipolar  balance.  Been  in  this  light  the 
breakdown  of  the  international  monetary  [system  would  be  only  a 
temporary  one,  and  the  trend  towards  further  liberalization  of  world 
trade  only  temporarily  interrupted  by  sectoral  claims  for  protectionism 
in  a  number  of  industrial'  countries.  Present  manifestations  of  a 
new  economic  nationalism  among  some  of  the  industrial  countries 
could  in  this  context  be  overcome  by  the  codification  of  new  "rules 
of  the  game"  governing  international  trade,  reconciling  "free  trade" 
with  some  irreducable  requirements  of  national  economic  integrity. 
Such  a  development  would  also  reduce  the  danger  of  the  world 
system  falling  apart  into  spheres  of  economic  and  political  influence 
in  which  the  third  world  countries  would  inevitably  be  split  up  and 
arranged  in  neo-colonial  structures  along  various  North-South  axes. 
Such  a  scenario  would  also  make  possible  the  gradual  reduction  of 
the  built-in  discriminatory  features  against  the  developing  countries, 
of  the  present  system  of  international  trade,  and  might,  though 
not  necessarily,  lead  to  improvements  in  the  kinds  of  aid  and  the 
terms  of  aid,  as  well  as  in  the  effective  transfer  of  technology  and 
science. 

This  rather  hopeful  scenario,  however,  is  not  the  only  one  that 
should  be  considered.  Other  scenarios  are  possible,  and  the  non- 
aligned  nations  could  only  ignore  them  at  their  peril.  It  is,  for  a 
variety  of  international  and  domestic  reasons  not  entirely  beyond 
the  realm  of  possibilities  that  no  new  viable  international  monetary 
system  will  be  agreed  upon,  and  that  the  makeshift  remedies  will 
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continue  to  ibreak  down.  The  consequent  uncertainties,  speculations 
a.nd  protectionist  pressures  could  lead  to  a  long  period  of  neglect 
of  the  problems  of  international  poverty.  This  might  lead  in  turn 
to  strong  political  radicalization  in  the  third  world,  and  political 
upheavals  in  a  number  of  developing  countries  threatening  the 
security  of  raw  material  supplies  to  a  .number  of  industrial  countries. 
If  we  then  assume  continued  internal  confusion  in  the  United  States 
and  the  collapse  of  its  political  will  to  assort  its  power  internationally, 
it  could  be  argued,  as  some  American  analysts  do,  that  this  would 
leave  the  Soviet  Union,  as  the  super-power  least  dependent  on  external 
resources  in  the  strongest  position  to  shape  a  new  international 
system,  insofar  as  it  is  possible  to  speak  of  an  international  system 
at  all  under  such  conditions.  This  scenario,  of  course,  assumes  that 
the  Soviet  Union  can  overcome  its  dependency  on  grains  from  the 
capitalist  world,  and  remains  invulnerable  to  domestic  pressures 
raising  out  of  its  nationalities  problem  and  the  desire  for  political 
liberalization. 

A  third  and  rather  grim  scenario  has  been  presented  in  a  very 
provocative  article  by  Lord  Gladwyn  in  the  April  1973  issue  of  the 
Ecohgist.  Commenting  on  the  general  conclusions  of  "Limits  to 
Growth",  (published  under  the  auspices  of  the  Club  of  Rome,  Lord 
Gladwyn  suggests  that  continued  growth  may  not  end  in  world-wide 
collapse,  but  in  "regional  totalitarianism,  with  Japan  allied 
economically  and  philosophically  with  China,  a  new  social  and 
political  system  in  the  socialist  countries,  the  industrial  economy 
of  the  United  States  in  collapse,  Western  Europe  living  within  its 
resources,  and  the  papulations  of  the  Third  World  victims  of  a  series 
of  natural. 

It  is  of  course  possible  and  necessary  to  shoot  holes  in  such 
scenarios.  It  is  possible  and  necessary  to  think  up  other  scenarios. 
Their  main  significance  lies  however  not  in  their  degree  of  probability, 
but  in  their  implicit  suggestion  that  we  are  quite  possibly  only  at 
the  beginning  of  very  profound  changes  in  the  international 
structure  and  dynamics  of  the  world,  and  that  it  would  be  a  mistake 
to  look  at  the  changes  that  are  taking  place  now  only  in  terms  of 
their  difference  with  older  patterns,  or  in  terms  of  their  immediate 
implications.  Such  scenarios  bring  out  very  clearly  that  there  is 
no  automaticity  in  the  emergence  of  a  new  international  system, 
replacing  the  one  that  has  shaped  international  politics  in  the  years 
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after  World  War  IT,  and  our  thinking  aibout  it.  They  also  suggest 
how  great  is  the  stake-  the  non-aligned  countries  of  the  third  world 
have  in  a  viable  international  system  that  gives  sufficient  scope  to 
meet  the  exploding  expectations  of  the  third  world.  They  demonstrate 
the  essential  need  for  the  non-aligned  countries  to  help  shape  such 
a  new  international  system. 

In  order  to  do  so  it  will  ibe  important  for  the  non-aligned 
countries  to  develop  the  analytical  tools  needed  for  an  understanding 
of  how  such  a  new  system  might  work  and  what  its  requirements 
for  viability  might  be.  And  subsequently  to  forge  the  operational 
instruments  that  will  make  it  possible  for  the  non-aligned  countries 
to  play  such  a  creative  role.  Analysts  like  Ala-stair  Buchan  have 
written  about  the  concept  of  "muliple  coexistence"  and  of  "mutual 
interpenetration'"  as  important  tools  to  understand  and  shape 
multipolar  balance  under  condition  of  interdependence.  The  first 
concept  denotes  the  working  out  of  arrangements  for  coexistence 
not  only  among  the  super  or  major  powers,  but  also  in  various  other 
parts  of  the  world;  arrangements  of  peaceful  coexistence  enabling 
smaller  countries  with  different  social  and  political  systems  to  live  and 
work  together,  and  for  smaller  countries  to  live  and  work  peacefully 
together  with  neighboring  large  ones.  The  second  term  points  to 
the  requirement  that  no  area  in  the  world  is  to  be  considered  the 
exclusive  sphere  of  influence  of  any  major  power.  All  regions  in  the 
world  should  be  accessible  to  all  major  powers,  though  possibly  with 
different  mixtures  of  such  external  influences.  The  emergence  of 
non-security  problems  in  the  wake  of  detente,  like  monetary  and 
economic  problems  and  problems  of  cultural  and  scientific  exchange 
and  those  arising  out  of  the  new  concern  for  environment,  within 
the  general  setting  of  interdependency,  will  undoubtedly  give  rise 
to  new  groupings  in  the  world,  partially  overlapping  and  cross- 
cutting  into  each  other.  The  possibility  that  is  now  open,  of 
membership  in  functional  as  well  as  regional  groupings  of  various 
kinds  serving  a  variety  of  specific  objectives,  cutting  across  traditional 
ideological  boundaries,  is  bound  to  enhance  the  overall  stability  of 
such  a  new  international  system,  given  at  least  an  adequate  measure 
of  stability  in  the  strategic  relationship  between  the  major  powers. 
All  this  does  not  necessarily  mean  that  such  mutual  interpenetration 
will  actually  take  place.  The  tendency  not  to  take  risk  for  the  sake 
of  an  uncertain    future,  or    more    concretely,  for  a    new  but  not 
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entirely  predictable  international  system,  is  still  a  real  one,  and  the 
world  may  fall  back  on  older  patterns  of  coercive  diplomacy  simply 
for  lack  of  imagination  or  as  a  result  of  the  inadequacy  of  political 
will  on  the  part  of  some  key  nations. 

It  is  very  obvious  that  the  non-aligned  nations  have  a  primary 
interest  in  stopping  the  tendency  towards  new  ibi-poi'arisation  oi 
various  kinds,  and  towards  inward  looking  regional  groupings.  They 
will  have  to  strengthen  all  impulses  towards  a  new  global  system. 
The  requirements  for  multipolar  dynamic  equilibrium  in  a  global 
setting  of  multiple  coexistence  however  gives  a  new  relevance  to  the 
concept  of  regional  arrangements.  The  term  regional  arrangements 
here  is  not  used  in  the  traditional  cold  war  sense,  of  alliance  directed 
against  a  particular  country  or  alliance,  like  NATO,  CENTO,  or  the 
WARSAW  Pact,  but  in  the  sense  of  art.  52  of  the  United  Nations 
Charter,  therefore,  in  the  sense  of  a  regional  system  for  the  peaceful 
resolution  of  conflict.  It  might  for  instance  at  some  point  be  found 
useful  for  all  countries  in  the  'Asia  Pacific  region  and  all  the  major 
powers  to  have  a  common  forum  in  which  to  air  their  differences, 
to  express  their  misgivings  and  fears,  to  account  for  their  actions 
and  policies  as  they  impinge  on  the  interests  of  other  countries,  and 
to  try  to  conciliate  incipient  conflicts.  Such  regional  arrangements 
might  be  able  to  deal  more  effectively  with  their  own  regional 
problems,  without  the  distorting  impact  of  voting-blocs  outside 
the  region  concerned.  Problems  of  the  Asia  Pacific  region  could 
then  be  handled  without  reference  to  African  voting  patterns.  An 
Indian  Ocean  Basin  regional  structure  could  profitably  ignore  Latin 
American  voting  patterns.  Similarly,  after  the  European  security 
conference (s),  if  successful,  such  an  Atlantic-European  regional 
arrangement  could  operate  on  the  basis  of,  and  within  the  Charter 
of  the  UN.  The  existence  of  such  regional  arrangements,  would 
give  new  vitality  to  the  UN  in  problems  of  security  and  the  peaceful 
resolution  of  conflicts. 

Within  such  regional  arrangements  the  impact  of  non-aligned 
countries  in  that  region  would  very  much  depend  on  their  ability 
and  willingness  gradually  to  harmonize  their  policies  on  foreign 
policy  problems  and  to  vote  together.  This  may  not  always  be  easy 
to  arrange.  Though  they  all  share  in  a  common  poverty;  there  is 
in  various  places  also  a  heritage  of  traditional  rivalries,  dynastic 
conflict,  and  residual  border  disputes  often  exploited  in  the  past  by 
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the  colonial  ruler.  Moreover  most  countries  are  still  in  the  process 
of  searching  for,  or  developing-  the  social,  political  and  economic 
system  that  will  enable  them  to  surge  forward  and  to  sustain  a 
rapid  pace  of  development.  Most  countries  additionally  have  to 
contend  with  disaffection  and  political  discontent,  of  various 
ideological  orientation  and  carrying  degrees  of  radicalization.  Some 
processes  of  change,  and  even  some  forces  pressing  for  change,  are 
cutting  across  national  (boundaries,  creating  a  number  of  intra- 
regionaj.  problems  and  constituting  a  threat  to  the  integrity  of 
the  nations  concerned.  The  need  to  develop  regional  cohesiveness 
and  the  need  of  voting  together  in  the  UN  and  in  the  regional 
arrangements  discussed  here,  may  therefore  well  necessitate  the 
promulgation  of  some  "code  of  conduct",  and  may  call  for  the 
establishment  of  mechanism  for  conflict  resolution  among  such 
nations  in  the  various  regions. 

Such  regional  cooperation  would  also  require  very  close 
cooperation  in  developing  the  intellectual  concepts  that  are  needed  to 
come  to  grips  with  the  security  problems  of  the  region  in  the  new 
conditions  of  multipolarity,  and  the  common  language  of  their  use. 
It  is  possible  to  put  the  relationship  between  such  regional 
arrangements  and  the  struggle  of  the  non-aligned  nations  in  more 
precise  term's.  Such  regional  arrangements  could  only  be  of  benefit 
to  the  non-aligned  nations  to  the  extent  these  nations  do  develop 
their  capacity  to  vote  together  on  most  issues  of  common  interests. 
It  would  therefore  be  in  the  interests  of  the  non-aligned  nations  to 
press  for  such  regional  arrangements  only  as  fast  as  their  capacity 
to  work  and  vote  together  evolves.  If  on  the  other  hand  such 
cooperation  and  identity  of  views,  could  be  achieved,  the  existence 
of  such  a  broader  formal  regional  forum  might  not  even  be  essential 
for  the  purposes  of  the  non-aligned  world.  It  might,  under  certain 
conditions,  be  conceivable,  that  a  meeting  of  the  non-aligned  nations 
in  a  particular  region  on  a  particular  set  of  problems  of  interest  to 
them  all,  might  have  considerable  impact.  In  fact,  Jugoslavia's  idea 
of  a  meeting  of  non-aligned  nations  on  problems  of  the 
Mediterranean  basin  falls  within  this  category. 

Speaking  about  regional  arrangements,  however,  one  cannot 
escape  the  question  as  to  how  such  regional  groupings  could  be 
prevented  from  deteriorating  into  the  kind  of  autarkic  regional 
organizations  which  would  doom  the  weak  and  small  nations  to  a 
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position  of  neo-colonialist  sub-servience.  It  is  of  the  greatest 
importance  that  such  regional  arrangements  should  have  no 
exclusive  claim  on  the  loyalty  of  its  members,  as  used  to  he  the 
case  in  the  hierarchical  structure  of  the  cold  war  coalitions.  If  a 
new  international  system  is  to  come  into  being  at  all,  it  will  have 
to  be  based  on  a  combination  of  such  regional  as  well  as  of  functional 
transregional  relationships  or  coalitions  involving  major  powers, 
non-aligned  countries  as  well  as  other  weak  and  small  nations.  It 
would  be  of  the  greatest  importance  that  the  non-aligned  members 
of  a  regional  forum  participate  in  other  organizations  or  coalitions 
serving  specific  purposes,  in  the  fields  of  trade,  industry,  aid, 
scientific  and  technological  cooperation,  environment,  etc.  The  best 
guarantee  against  the  development  of  closed  systems,  and  for 
continued  openness  of  a  new  international  system  would  be  the 
establishment  of  a  dense  network  of  partially  overlapping  orga- 
nizations and  coalitions,  with  cross-cutting  memberships,  as 
suggested  by  Seyom  Brown  in  a  recent  article  in  "Foreign  Affairs". 
(Jan.  1973).  This  leads  us  to  consider  the  question  of  the  forging 
of  new  global  organizations. 

The  so-called  "energy  crisis"  in  the  United  States,  and  the 
worries  in  Western  Europe  and  Japan  about  oilsupplies  on  the  one 
hand,  and  the  efforts  of  the  oilproducing  countries  to  bring  about 
overdue  adjustments  i,n  price  and  production  relations,  point  up  the 
growing  need  for  a  more  rational  system  of  raw  material  and  energy 
supply  management,  before  politically  dangerous  competitive  drives 
set  in.  The  conference  on  the  Law  of  the  Seas,  scheduled  for  this 
year,  is  another  example  of  the  need  for  the  creation  of  global 
structures  for  the  management  and  the  equitable  distribution  of 
benefits  of  global  resources.  Another  example  of  the  need  for 
worldwide  regulation  is  the  role  and  social  and  political  responsibi- 
lities of  "the  multinational  corporations.  These  gaint  concentrations 
of  managerial  skill,  technology  and  capacity  to  mobilize  capital,  are 
already  important  factors  in  the  growth  of  the  world  economy.  In 
the  world  of  the  future  they  may,  as  manifestations  of  a  new  type 
of  sovereignty,  well  be  equally  or  almost  as  important  in  shaping 
and  giving  direction  to  the  international  system  as  the  nationstates 
are.  The  attempts  in  the  UN  to  establish  a  legal  code  governing 
their    behavior  and  President    Echeverria  of    Mexico's  call  for  a 
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"Charter  of  the  economic  rights  and  duties  of  States"  are  both 
efforts  to  deal  with  this  .problem. 

In  other  fields  like  the  monitoring  and  regulating  the  use  of 
the  globe's  atmospheric,  water  and  terrestrial  resources,  but  also 
in  the  field  of  global  communications  the  need  for  global  systems 
has  become  obvious.  It  is  obvious  also  that  the  non-aligned  nations 
will  have  to  prepare  themselves  for  the  effort  to  ensure  adequate 
representation  for  themselves  in  the  international  regimes  that  will 
have  to  be  created,  to  enable  them  to  protect  their  own  interests, 
the  interests  of  the  weak  in  general,  as  well  as  their  interest  in  seeing 
to  it  that  these  international  authorities  become  effective  vehicles  for 
the  creation  of  a  more  equitable  international  order.  This  struggle 
is  bound  to  be  a  political  one,  but  also  one  that  will  require  a 
concentration  of  the  limited  expertise  and  scarce  intellectual  resources 
of  the  non-aligned  nations. 

If  this  struggle  is  to  bog  down  in  irreconcilable  demands,  the 
prospect  is  one  of  a  long  period  of  heightened  conflict  relations 
between  the  industrial  countries  and  the  poor  nations  of  the  third 
world.  In  that  case  there  seems  to  be  no  other  recourse  but  to 
start  thinking  in  terms  of  the  establishment  of  producer  cartels 
for  those  products  of  the  third  world  that  are  in  relatively  short 
supply,  like  copper,  tin  and  possibly  manganese,  coffee  and  cocoa, 
possibly  financed  out  of  the  large  reserves  built  up  by  some  non- 
aligned  countries  from  their  oilrevenues,  to  ensure  a  stronger 
bargaining  position  for  the  non-aligned  world,  with  a  view  to  press 
more  effectively  for  such  global  systems.  In  any  case,  the  non- 
aligned  nations  have  a  large  stake  in  the  development  of  such  global 
systems,  and  their  preoccupation  with  the  very  real  and  continuing 
problems  of  colonialism  and  imperialism,  should  not  blind  them  for 
the  urgency  and  magnitude  of  the  struggle  to  be  waged,  which  may 
make  a  crucial  difference  to  the  future  of  the  third  world. 

The  Lusaka  Conference  adopted  the  thesis  that  in  order  to 
achieve  greater  autonomy  and  greater  impact  on  the  international 
system,  greater  self-reliance  was  required  on  the  part  of  the  non- 
aligned  nations  themselves,  and  that  the  road  to  greater  self- 
reliance  led  through  greater  economic  cooperation  within  the  non- 
aligned  world.  However,  not  much  has  come  as  yet  of  such  economic 
cooperation;  neither  has  there  been  any  significant  implementation 
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of  President  Kaunda's  call  for  "the  establishment  of  the  machinery 
for  maintaining  contact  with  one  another".  There  is  no  doubt  about 
the  urgency  and  importance  of  such  machinery,  not  only  on  the 
governmental,  but  especially  on  the  non-governmental  level.  It  is 
simply  not  enough  for  government  leaders  to  meet  regularly  and 
to  listen  to  each  other's  speeches.  What  is  needed  are  continuing 
flows  of  information  among  the  non-aligned  countries,  and  an 
infrastructure  that  makes  this  possible.  There  is  no  sense  in  closing 
our  eyes  to  the  appalling  ignorance  that  exists  among  our  countries 
about  each  other  and  each  other's  region.  It  is  not  an  exaggeration 
to  state  that  for  instance  the  countries  in  Southeast  Asia  need  to 
know  a  great  deal  more  about  each  other  before  regional  cooperation 
takes  on  substantial  meaning.  The  problem  is,  however,  much  worse 
when  it  comes  to  knowledge  available  in  Southeast  Asia  about 
the  non-aligned  countries  in  Africa  or  in  Latin  America.  All  this 
points  to  the  need  for  formal  and  informal  structures  that  can  make 
possible  regular  and  frequent  meetings  between  (parliamentarians, 
editors,  scholars,  businessmen  and  tradeunionists  from  the  non- 
aligned  countries. 

Intergovernmental  structures  generally  do  not  come  to  life 
unless  a  constituency  is  created  in  the  countries  concerned.  Such 
constituencies  have  often  to  be  deliberately  created.  In  each  country 
for  instance  at  least  one  university  or  research  institution  should 
specialize  in  studies  related  to  the  non-aligned  world.  This  would 
be  one  way  of  providing  relevant  data  on  a  continuing  basis.  Apart 
from  concentrating  on  some  of  the  problems  discussed  here,  and  on 
the  whole  range  of  problems  that  have  become  the  concern,  of 
UNCTAD,  special  emphasis  should  be  given  by  such  institutes  to  the 
identification  of  divergences  and  possible  conflicts  of  interests,  and 
ways  in  which  these  differences  could  be  resolved'.  Conflict  resolution 
and  the  conciliation  of  policy  differences  are  concerns  that  will 
eventually  help  widen  the  options  open  to  non-aligned  statesmen  in 
their  efforts  to  weld  the  closer  inter-non-aligned  cooperation  that  is 
so  desired.  All  this  will  also  require  special  funding.  This  too  would  be 
a  problem  that  such  centers  could  usefully  undertake  to  study  and  to 
suggest  alternative  ways  of  doing  this. 

Implicit  in  the  resolutions  on  self-reliance  from  the  Lusaka 
meeting  on,    has  been    the  recognition    that  the    reasons  for  the 
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slowness  of  development  are  .not  only  limited  to  the  difficulties  ir 
resource  flow  from  the  rich  industrial  countries  to  the  poor,  in  the 
transfer  of  science  and  technology,  or  in  the  discriminatory  character 
of  the  international  trade  system,  hut  also  in  the  social-political 
structures  in  the  non-aligned  countries.  Three  problems  have  become 
particularly  clear  in  this  connection. 

The  first  one  is  that  in  former  colonies  concentration  on  economic 
growth,  without,  or  before  changing  the  structure  of  the  economy 
from  a  colonial  one,  geared  to  serve  the  needs  of  the  colonizer,  into 
a  national,  modern  growth  economy,  would  only  strengthen  the 
foreign  sector  at  the  expense  of  the  domestic  sector.  In  the  process 
of  transformation  the  role  and  rapid  development  of  the  indigenous 
entrepreneur,  whether  private  or  public,  is  one  of  the  most  important 
instruments.  Such  entrepreneurial  capability  has  come  to  be 
recognized  as  the  crucial  factor  determining  the  growth  capability 
of  the  domestic  sector  of  the  national  economy. 

Secondly,  for  the  more  populous  poor  countries  the  adoption  of 
consumer  patterns  and  consumption  levels  of  the  rich  industrial 
countries,  before  the  development  of  an  adequate  domestic  industrial 
base,  and  the  broad  proliferation  in  the  countryside  of  modern 
technology  adapted  to  the  needs  and  resources  of  the  rural  area, 
is  bound  to  perpetuate  and  even  increase  dependency  from  the  rich 
industrial  countries,  and  will  widen  the  gap  between  the  modern  elite 
and  the  society  at  large  with  serious  political  consequences. 

Thirdly,  is  has  become  obvious  that  development  is  not  so  much 
economic  growth,  as  well  as  developing  the  capacity  to  grow,  the 
capacity  to  respond  creatively  to  new  challenges.  This  is  not  possible 
without  modernizing  and  democratizing  the  traditional  socio-political 
structures,  and  without  overcoming  the  vestiges  of  feudal  or 
colonial  relations  within  the  non-aligned  societies  themselves. 
Self-reliance  needs  socio-political  structures  capable  of  releasing  the 
creative  energies  of  people,  a.nd  conducive  to  responsible  auto- 
activity  and  decisionmaking. 

There  is  then  an  internal  dimension  to  non-alignment  which  is 
increasingly  making  a  claim  on  our  attention  and  efforts.  It  is  not 
saying  too  much  when  the  conclusion  is  drawn  that,  while  non- 
alignment  is  a  reflection  of  the  deep  elienation  from  the  world  as 
presently  structured,  it  turns  out  to  have  even  deeper  roots  in  the 
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yearning,  not  just  for  independence  and  economic  (betterment  in  a 
more  equitable  world-order,  but  in  the  yearning  for  freedom,  justice 
and  progress  in  their  own  societies  as  well.  Non-alignment  then  is 
merely  the  external  projection  of  that  yearning. 

In  conclusion  then  it  may  be  said  that  the  period  of  the  1970's 
is  a  period  of  great  promise,  opened  up  toy  great  power  detente.  At 
the  same  time,  it  is  also  a  period  of  great  danger  for  the  non-aligned 
world.  None  of  the  major  powers  is  in  a  position  of  providing  the 
intellectual  and  moral  leadership  now  so  needed  to  give  shape  to 
a  new  international  system,  and  to  prevent  a  drift  towards  regressive 
structures  and  methods  of  coercive  diplomacy,  which  can  only 
operate  to  the  detriment  of  the  third  world.  It  is  therefore  of  the 
greatest  importance  that  the  non-aligned  world  does  not  simply 
continue  to  give  expression  to  the  broad  consensus  on  external 
problems  already  achieved,  like  the  struggle  against  colonialism  and 
imperialism,  against  facism;  the  struggle  for  the  right  to  self- 
determination  and  territorial  integrity  of  our  nations,  for 
disarmament  and  a  more  equitable  system  of  international  trade. 
In  order  to  increase  its  capacity  for  effective  action  it  will  have 
to  pay  more  attention  to  its  own  weaknesses  and  to  develop  ways 
to  reduce  them.  Many  of  the  weaknesses  result  from  legitimate 
differences  in  ideological  orientation,  differences  in  concept  and 
stage  of  development,  but  also  from  differences  in  regional 
preoccupations,  leading  to  different  emphases  and  priorities  in  the 
various  regions  of  the  third  world.  The  non-aligned  nations,  as 
recent  events  have  shown,  will  have  to  take  much  more  seriously  the 
likelihood  of  conflict  and  even  wars  between  nations  of  the  third 
world.  They  will  also  have  to  look  for  ways  to  improve  their  capacity 
for  joint  political  action,  not  only  in  connection  with  the  problems 
discussed  here,  but  also  in  relation  to  questions  of  how  to  help 
prevent  Japan,  India  and  Israel  from  going  nuclear,  and  of  how  to 
prevent  the  armstrade  from  industrial  countries  to  the  third  world 
from  destabilizing  and  weakening  it  further.  At  the  same  time  some 
reconsideration  of  the  relationships  and  modes  and  intensity  of 
cooperation  between  the  non-aligned  nations  and  the  other  medium 
and  small  nations  which  so  far  have  stayed  outside  the  non-aligned 
world,  seems  to  be  in  order  as  the  consequence  of  multipolarity. 
The  non-aligned  world  will  also  have  to  take  into  account  the 
likelihood,  especially  in  case  of  failure  to  establish  early  on  a  new 
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international  monetary  system  of  more  and  sharper  conflicts  'between 
the  rich  industrial  nations  and  the  third  world.  Nevertheless  the 
opportunities  are  there  for  the  non-aligned  nations  to  give  shape  to 
a  more  satisfactory  international  system,  providing  they  can  broaden 
their  vision  and  develop  the  additonal  capabilities  needed  to  wage 
that  noble  struggle  for  a  just  and  viable  world  community. 
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ASEAN  AND  THE  GREAT  POWERS 

O.  SUTOMO  ROESNADI 


Since  its  inception  ASEAN  has  'been  able  to  surmount  its 
difficulties.  Its  successes,  however,  have  be&n  occasionally  marked 
by  strains,  stresses  and  stagnancy.  Nevertheless,  all  these  ordeals 
have  by  no  means  deterred  the  ASEAN  member  countries.  They 
are  determined  to  march  together  towards  peace,  prosperity  and 
abundance  in  the  region.  It  cannot  ibe  denied  that  the  will  to 
survive  and  to  progress  exists  in  every  ASEAN  member.  Apart 
from  this,  one  has  also  to  bear  in  mind  the  support  and  sympathy 
rendered  by  the  international  community  to  the  further  existence 
of  this  regional  organization.  With  the  realignment  of  world  powers, 
especially  in  political  and  economic  spheres  in  redent  years,  the 
role  of  the  regional  groupings  such  as  ASEAN  is  bound  to  be  more 
significant  in  the  years  to  come. 


HIvSTORY  OF  REGIONAL  COOPERATION  IN  SOUTH  ASIA 


Prior  to  the  formation  of  th.3  ASEAN,  leaders  of  the  newly 
independent  countries  attempted  in  one  way  or  the  other  to 
establish  an  Asian  or  Southeast  Asian  regional  association.  I,n  1947 
and  1949  India  initiated  Asian  conferences  in  New  Delhi.  The 
main  purpose  of  these  conferences  were  among  others  to  render 
support  to  the  independence  struggle  waged  by  the  colonial 
countries  against  the  returning  colonialist  powers,  Indonesia's 
struggle  for  independence  during  these  periods  was  among 
the  main  themes  at  these  conferences.  Although  the  host  country 
tried  hard  to  further  and  to  expand  these  conferences  with  other 
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projects,  they  could  not  ,be  materialised  owing  to  the  failure  to 
establish  permanent  machinery.  The  emergence  of  the  cold  war  at 
this  juncture  prevented  the  newly  emerging  countries  in  Asia  from 
cooperating  more  closely.  They  were  played  off  one  against  another 
and  were  pulled  into  opposite  directions  by  the  conflicting  world 
powers. 

The  idea  of  establishing  Asia,n  unity,  however,  had  not  ceased, 
In  1950  a  new  initiative  had  been  taken  by  the  then  President 
Quirino  of  the  Philippines.  He  convened  in  Baguio  a  meeting 
which  was  not  only  attended  by  several  Asian  countries,  but  by 
Australia  as  well.  Like  the  conferences  held  earlier  in  India, 
this  one,  too,  failed  to  perpetuate  its  further  objectives.  The 
lofty  ideas  and  ideals  which  were  vehemently  discussed  in  Manila's 
Asian  conference  faded  away  as  soon  as  the  meeting  was  over. 
The  fact  that  the  Philippines  at  this  period  was  heavily  committed 
to  the  free  world  interests  under  the  directives  of  the  United 
States,  her  ability  to  rally  an  Asian  unity  around  her  orbit  was 
seriously  questioned  by  other  newly  independent  countries,  many 
of  which  preferred  to  become  non-aligned  or  non-committed  to 
either  one  of  the  conflicting  world  blocs. 

As  more  independent  countries  came  into  being  in  Asia  and 
Africa,  the  need  to  protect  their  interests  and  to  form  a  common 
platform  was  imminent.  Now  it  was  Indonesia's  turn  to  seize 
the  opportunity  to  forge  unity,  not  only  among  Asian  countries, 
but  with  those  of  the  Africans  as  well.  The  first  Asian-African 
conference  was  held  in  Indonesia  in  April  1955.  The  presence  of 
China  as  the  biggest  newly  independent  country  of  Asia  had 
added  to  the  importance  of  this  conference.  The  pledges  of  China 
to  adhere  to  the  ten  principles  of  the  Conference  were  appreciated 
by  the  world  leaders.  They  were  convinced  that  China  would  not 
abuse  her  .power1  against  her  neighbours  or  any  other  country. 
Although  the  impact  of  this  meeting  was  undoubtedly  great,  the 
participating  countries  did  not  always  abide  by  the  ten  .principles 
of  peaceful  coexistence  of  the  First  Asian-African  conference.  The 
Sino-India,n  .war  of  1962  cast  more  doubts  on  the  viability  and 
validity  of  Asian  or  African  unity  and  integrity.  Thus,  the 
ceaseless  efforts  made  by  Indonesia  to  hold  a  second  Afro-Asian 
conference  failed  to  materialise. 
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A  genuine  regional  grouping  for  Southeast  Asia,  however, 
did  not  emerge  until  the  early  1960s.  Upon  the  initiatives  of  Prime 
Minister  Tengku  Abdul  Rachman  of  Malaya  and  President  Garcia 
of  the  Philippines,  the  idea  of  creating  a  regional  grouping  of 
Southeast  Asia  was  launched  early  in  1959.  Following  their 
meetings  in  Manila  and  Kuala  Lumpur,  Tengku  Abdul  Rachman 
dispatched  letters  to  several  Southeast  Asian  leaders'  explaining 
this  move  and  inviting  them  to  join  this  regional  association. 
Apart  from  the  Philippines  and  Malaya,  only  Thailand  among  other 
Southeast  Asian  countries  responded  positively  to  the  invitation. 
President  Soekarno  did  not  pay  proper  attention  to  this  move. 
He  was  of  the  opinion,  that  Afro-Asian  unity  was  more  important 
than  the  smaller  regional  grouping  of  Southeast  Asia.  He  also 
suspected  the  proposed  association  as  merely  an  extension  of 
SEATO.  Despite  discouraging  responses,  Malaya,  the  Philippines 
and  Thailand  went  ahead  with  the  formation  of  the  Association 
of  Southeast  Asia  (ASA)  in  1961.  Several  constructive  projects 
were  formulated  to  give  more  substance  to  this  grouping.  Each 
member  country  contributed  the  isum  of  US$1  million  for  realisation 
of  the  projects.  The  basic  aims  of  the  ASA  were  the  promotion 
and  cooperation  of  regional  trade,  economy  and  culture. 

No  sooner  had  ASA  begun  to  take-off  then  a  new  problem 
cropped  up  in  the  region.  This  was  the  confrontation  policy  of 
Indonesia  and  the  Philippines  which  opposed  the  formation  of 
Malaysia,  each  for  different  reasons.  Thus  the  activities  of  ASA 
practically  came  to  a  halt.  The  explosive  situation  in  Southeast 
Asia  at  this  period  could  not  remain  unsolved.  In  one  way  or  the 
other  the  conflicting  countries  of  Southeast  Asia  had  to  come  to 
terms.  Failure  to  solve  this  problem  could  easily  be  exploited  by 
undesirable  outside  powers.  President  Macapagal  of  the  Philippines 
advanced  a  proposal  for  another  regional  association.  The  main 
objectives  of  Macapagal  were:  to  create  a  more  widely  regional 
grouping  primarily  to  supersede  that  of  the  Malaysian  Federation;  to 
further  perpetuate  and  protect  the  Philippines'  interests  of  the 
Sabah  Claim  and,  to  calm  down  Indonesia's    confrontation  policy. 

After  some  hectic  negotations  between  the  Philippines, 
Indonesia  and  Malaya,  they  agreed  to  hold  a  summit  conference 
among  the  three  countries  in  Manila.  Early  in  August  1963,  Prime 
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Minister  Tengku  Abdul  Rachmaa,  President  Soekarno  and  President 
Macapagal  met  in  Manila.  The  historic  meeting  of  these  prominent 
Southeast  Asian  leaders  approved  the  Macapagal  plan  to  create 
•a  regional  association,  which  was  known  as  MAPHILINDO  (abbrv. 
of  Malaya,  Philippines  and  Indonesia). 

At  the  outset  Maphilindo  already  showed  several  weaknesses. 
It  was  true  that  the  initiative  was  taken  by  the  'Southeast  Asian 
countries  themselves.  But  the  credibility  of  Maphilindo  was  greatly 
doubted.  The  fact  that  it  was  confined  to  the  three  countries  of 
the  region,  which  were  engaged  in  confrontation  created  more 
doubts  of  the  real  motivation  of  this  regional  grouping.  The 
definition  of  Maphilindo  as  an  organisation  to  forge  unity  and 
integrity  of  the  MaJay  race  in  the  region  further  declined  its 
popularity.  Singapore,  which  was  predominantly  Chinese,  rejected 
the  Maphilindo  from  the  beginning. 

The  United  States  under  the  Kennedy  Administration  promptly 
supported  the  Maphilindo.  The  United  States  and  other  Western 
countries  were  inclined  to.  believe  that  this  new  regional  grouping 
was  likely  to  be  useful  for  preventing  a  conflict  in  Southeast 
Asia.  Maphilindo  was  also  regarded  as  a  formidable  barrier  to 
hlalt  the  possible  Chinese  invasion  of  the  region.  Chinese 
Communists  saw  this  organisation  as  another  attempt  by  Western 
powers  to  encircle  them.  Despite  disapproval  of  Maphilindo,  the 
Soviet  Union  did  not  publicly  condemn  it.  As  Maphilindo  was 
hastily  formulated,  with  each  member  country  having  its  own 
different  stake  in  the  association,  it  could  not  be  expected  to  last 
longer.  Thus,  when  finally  the  Federation  of  Malaysia  was 
proclaimed,  Maphilindo  was  practically  crippled.  Instead  of 
becoming  closer,  the  three  Maphilindo  member  countries  become 
separated.  One  thing  seemed  to  be  worth  noting,  that  is  the 
willingness  of  Indonesia  to  become  involved  in  the  regional 
grouping.  This  was  a  significant  departure  from  her  earlier 
commitment  to  the  sole  objective  of  an  Afro-Asian  solidarity  rather 
than  to  regional  affairs. 

The  normalisation  of  relations  .between  Malaysia  and  Indonesia, 
and  between  Malaysia  and  the  Philippines  after  the  period  of  1966, 
reawakened  the  latter  to  revive  the  old  ASA,  instead  of  Maphilindo. 
As  Indonesia  also  abandoned  her  Afro-Asia,n  objective,  she  began 
to  pay  more  attention  to  the  affairs  in  the  region.  In  this  respect, 
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Foreign  Minister  Adam  Malik  advanced  a  proposal  for  creating 
a  totally  new  regional  grouping.  It  would  take  the  form  neither 
of  Maphilindo  nor  of  ASA.  Unlike  the  previous  regional  groupings, 
the  new  one  would  cover  as  many  Southeast  Asian  countries  as 
possible.  Naturally,  many  of  the  Southeast  Asian  countries  were  not 
ready  to  accept  Indonesia's  proposal.  Her  past  performance  in 
foreign  policy  had  created  doubts  as  to  the  sincerety  of  her  attitude. 
It  was  through  the  skillful  diplomacy  of  Thailand  that  other 
Southeast  Asian  leaders  were  eventually  convinced  of  Indonesia's 
honesty  of  intent.  Adam  Malik  and  other  new  Indonesian  leaders 
at  this  period  expressed  their  desire  to  be  fully  committed  to  the 
affairs  of  the  region.  There  were  no  other  motives  behind  this 
proposal,  except  for  cooperation,  peace,  happiness  and  abundance 
in  the  region.  Finally,  on  8  August  1967,  the  five  countries  of 
Southeast  Asia  —  Indonesia,  Malaysia,  the  Philippines,  Singapore 
and  Thailand  — ■  established  the  Association  of  Southeast  Asian 
Nations  (ASEAN)'. 
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Almost  identical  with  ASA,  the  fundamental  objectives  of  the 
ASEAN  were  purely  in  the  fields  of  economy,  technology  and 
culture.  The  political  and  military  questions  were  and  have 
continued  to  be  shelved  for  the  time  being.  This  was  because  of 
the  sensitiveness  of  the  issues,  and  the  fact  that  all  ASEAN  member 
countries  except  Indonesia  were  members  of  military  alliances 
with  one  or  more  Western  countries.  For  the  first  time  in  the 
history  of  regional  association  in  this  part  of  the  world,  the  ASEAN 
perhaps  can  be  categorised  as  a  genuine  initiative  on  the  part 
of  Southeast  Asian  countries  themselves.  There  was  no  support 
from  any  of  the  Great  Powers,  neither  was  it  motivated  by  other 
interests  of  each  member  country. 

Despite  its  shortcomings  and  weaknesses  ASEAN  has  managed 
to  settle  some  major  and  minor  differences  among  the  members. 
For  the  sake  of  'Southeast  Asian  unity  and  integrity,  ASEAN  has 
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proceeded  towards  progress  and  consolidation.  The  international 
environment  seemed  to  necessitate  that  the  Southeast  Asian 
countries  cooperate  more  closely,  ASEAN  was  established  in  the 
wake  of  China's  cultural  revolution,  Indonesia's  breakaway  from  the 
Communist  orbit,  and  at  the  height  of  America's  involvement  in 
the  Vietnam  war. 

By  the  Communist  countries,  particularly  the  Soviet  Union 
and  China,  ASEAN  has  been  suspiciously  regarded  as  a  pro 
Western  regional  grouping.  The  fact  that  all  member  countries, 
except  Indonesia,  have  defence  arrangements  with  one  or  more 
Western  countries,  have  not  convinced  the  Communist  nations  that 
ASEAN  is  a  truly  genuine  Southeast  Asian  association.  It  is  for  this 
reason  that  Indonesia  has  been  wanting  to  include  countries  such 
as  Burma  and  Ceylon  into  the  ASEAN,  so  that  it  would  at  least 
demonstrate  its  true  character. 

Nevertheless,  the  ASEAN  countries  themselves  have  never  had 
any  intention  of  establishing  their  regional  association  just  for  the 
sake  of  appeasing  other,  nations.  The  ASEAN  was  established  to 
promote  the  national  interests  of  its  member  countries.  The  will  to 
be  independent  among  the  ASEAN  member  countries  has  been 
clearly  demonstrated  in  the  declaration  of  the  ASEAN  charter.  It 
says,  for  example,  that  all  foreign  bases  in  the  region  are  temporary 
in  character.  This  means  that  in  the  final  analysis  the  ASEAN 
countries  themselves  should  bear  the  brunt  of  regional  defense. 

At  the  formation  of  the  ASEAN,  Thailand,  for  example,  clearly 
indicated  that  its  objective  eventually  would  be  to  become 
independent  of  any  of  the  great  powers.  Indonesia,  too,  has 
persistently  advanced  the  idea  of  the  national  self-reliance  and 
national  resilience  of  each  of  the  member  countries,  hoping  that 
eventually  these  ideas  will  become  the  ASEAN  objectives  as  well. 

The  United  States,  naturally,  has  many  interests  in  the  region 
apart  from  political  and  military  ones.  But  in  the  wake  of  the  Nixon 
Doctrine,  the  United  States  is  unlikely  to  plunge  itself  into 
unnecessary  conflicts  in  the  region  in  the  future.  Its  involvement  in 
Vietnam  has  given  the  United  States  a  valuable  lesson.  The  attitude 
of  the  United  States  towards  Southeast  Asia  had  greatly  changed 
even  before  the  announcement  of  the  Nixon  Doctrine.  When 
General  Soeharto  succeeded  in  eliminating  the  Communists  in 
Indonesia,    and    the    country    needed    financial    assistance  for 
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rehabilitation  and  reconstruction,  the  United  (States  did  not  directly 
assist  the  former.  Instead,  it  asked  Japan  and  other  Western 
countries  to  form  some  kind  of  an  Aid-Indonesia  Consortium. 
Indonesia's  ability  to  stabilize  internal  security  also  gave  a  healthy 
indication  of  the  principle  of  national  resilience. 

The  United  States'  passiveness,  however,  does  not  mean  that  it 
will  allow  the  emergence  of  one  or  more  power  dominance  in  the 
region,  likely  to  be  hostile  to  the  United  States  or  to  endanger  the 
security  and  stability  of  the  area.  A  strong  ASEAN  which  will  not 
be  easily  subservient  to  outside  pressures  will  certainly  be  respected 
by  every  member  of  the  Great  Powers.  On  the  contrary,  a  weak  and 
disintegrated  ASEAN  will  certainly  become  an  easy  prey  to  outside 
powers. 

If  the  ASEAN  manages  to  maintain  its  cohesiveness  in  the 
years  to  come,  and  its  national  resilience  becomes  a  reality,  then 
this  regional  grouping  will  be  -a  formidable  one.  Each  member 
country  of  the  ASEAN  will  in  turn  concentrate  more  power  and 
energy  to  facilitate  national  development.  One  of  the  prerequisites 
for  the  achievement  of  these  objectives  was  the  readiness  of  putting 
the  ideas  and  ideals  of  ASEAN  before  the  narrow  and  nationalistic 
interests  of  each  member  country.  Up  to  that  moment  every  ASEAN 
member  had  seemed  to  put  its  national  interest  before  that  of  the 
regional  grouping  as  a  whole. 

Even  if  peace  and  tranquility  finally  arrives  in  the  ASEAN 
countries,  it  will  not  necessarily  mean  that  the  region  will  become 
absolutely  free  from  the  Great  Powers'  pressures.  As  mentioned 
previously,  the  world  powers  have  already  started  to  realign 
themselves  in  their  political,  economic  as  well  as  military  spheres. 
Therefore,  it  is  high  time  for  the  smaller  powers  like  the  ASEAN 
countries  to  ,be  vigilant  and  to  prepare  themselves  for  high  level 
diplomacy  with  the  Great  Powers. 


PROBLEMS  IN  THE  1980'S 

It  seems  likely  that  Southeast  Asia  in  the  1980's  will  become  a 
battleground  again,  not  in  the  military  sense,  but  in  the  economic, 
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and  with  respect  to  trade  among  the  Great  Powers.  The  United 
States  in  the  post-Vietnam  peaceful  period  will  try  to  recapture  the 
Southeast  Asian  market  which  has  been  lost  in  the  previous  years 
to  Japan,  Australia  and  Europe.  The  coming  to  power  of  Communist 
China  in  its  trade  and  economic  forces  before  the  end  of  this  decade 
will  certainly  mean  another  great  power  to  be  reckoned  with. 

Thus  the  detente  between  Japan  and  China,  between  the  United 
States  and  China,  between  the  East  and  West  European  countries, 
as  well  as  between  the  United  States  and  the  Soviet  Union  will  have 
positive  repercussions  on  the  economic  and  political  sectors  of  the 
Southeast  Asian  nations.  The  fierce  competition  and  heavy 
challenges  of  the  Great  Powers  cannot  be  faced  by  the  latter 
individually.  The  Southeast  Asian  countries  have  to  act  harmoniously 
and  decisively  if  they  do  not  want  to  be  played  off  one  against 
another  by  the  Great  Powers.  It  is  for  these  reasons  that  every 
ASEAN  country  has  to  put  its  faith  in  the  regional  association. 
Only  through  the  ASEAN  can  security  and  stability  and  other 
interests  of  the  region  be  promoted  and  maintained. 

Without  abandoning  their  basic  foreign  policy  the  Chinese 
Communists  will  make  an  attempt  to  project  a  correct  image  towards 
Southeast  Asian  countries  in  the  years  to  come.  In  the  past  two 
years  almost  all  ASEAN  member  countries  have  been  exploring 
possibilities  of  restoring  or  establishing  diplomatic  or  trade  relations 
with  Communist  China.  Apparently  most  of  the  ASEAN  member 
countries  have  adopted  a  wait-and-see  attitude.  They  want  to  speak 
with  one  voice  in  their  approach  to  China.  Because  they  are  fully 
aware  that  they  are  not  in  the  position  to  confront  China  individually, 
be  it  in  peaceful  times  or  in  war.  With  her  nuclear  power 
China  will  be  capable  of  setting  the  course  of  its  foreign  policy  for 
peaceful  means  or  otherwise.  Any  confrontation  between  China  and 
the  Southeast  Asian  countries  will  not  be  to  the  advantage  of  the 
latter. 

The  ASEAN  political  leaders  also  realize  that  the  absence  of 
relations  with  China  cannot  continue  unabated.  This  vacuum  of 
relationship  can  easily  be  exploited  by  other  great  powers  for  their 
own  advantages.  The  possibility  of  increasing  subversive  activities 
in  the  region  in  the  absence  of  such  relationship,  cannot  be  taken 
lightly. 
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The  pro-China  lobbies  in  Southeast  Asian  countries  firmly  believe 
that  once  they  establish  relations  with  Communist  China,  the  subver- 
sive activities  in  the  region  will  be  greatly  subdued.  On  the  other  hand, 
China  must  court  friendship  with  all  Southeast  Asian  countries. 
Judging  from  the  events  in  the  last  two  years  China  is  beginning 
to  pave  the  way  to  normalise  her  relationship  with  Southeast  Asian 
countries.  In  the  post-Vietnam  war  period  the  pattern  of  relationship 
between  the  Southeast  Asian  region  and  the  rest  of  the  world, 
particularly  China,  will  greatly  improve.  The  economic  and  trade 
competition  in  the  region  will  likely  become  the  waves  of  the 
eighties.  With  the  already  expanding  manufacturing  industries,  China 
will  make  every  effort  to  find  marketing  possibilities.  She  has  to 
face  stiff  resistance  from  the  Japanese  and  other  Western  competitors 
in  the  region. 

As  for  the  countries  in  Southeast  Asia,  those  comprising 
particularly  the  ASEAN,  they  cannot  remain  indifferent  towards 
China.  Whether  they  like  it  or  not  China  is  a  great  Asian  neighbour. 
Once  a  viable  relationship  with  China  is  established,  the  ASEAN 
countries  will  benefit  greatly  from  the  experience  of  China's 
development.  But  until  such  ties  become  a  reality,  the  ASEAN 
countries  should  explore  and  search  for  the  true  motivation  or 
the  sincerety  of  China's  intention  towards  the  nations  in  the  region. 

Despite  the  vagueness  of  the  Soviet  Union's  attitude  towards 
ASEAN,  the  former  has  always  maintained  her  correct  relationship 
and  stance  with  the  latter.  The  Soviet  Union  seemed  neither  to  reject 
nor  endorse  the  concept  of  ASEAN.  That  the  Soviet  Union  has 
already  established  diplomatic  and  trade  relations  with  all  ASEAN 
members  other  than  the  Philippines,  has  added  to  the  importance 
of  the  Soviet's  stance  towards  the  organisation.  The  strategic 
location  of  the  ASEAN  countries  in  the  international  waterways  is 
one  of  the  reasons  why  the  Soviet  Union  has  to  maintain  good 
relationships  with  the  former. 

With  the  admission  of  Britain  as  ,the  newest  member,  the 
European  Economic  Community  (EEC)i  will  be  more  strengthened. 
It  will  play  a  much  greater  role  in  international  politics,  trade  and 
economy  in  the  years  to  come.  Thus,  it  is  highly  probable  that  in 
the  not  too  distant  future  the  EEC  will  acquire  a  great  power 
status,  representing  West  Europe  plus  Great  Britain.  The  bargaining 
power  of  any  small  or  medium  individual  country  of  the  developing 
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world  will  be  greatly  weakened  in  the  wake  of  the  rising  to  power 
of  the  EEC. 

No  one  can  deny  that  Japan  is  a  powerful  industrial  country, 
ranking  almost  equal  to  the  United  States  and  the  Soviet  Union. 
In  spite  of  her  insignificant  military  forces,  Japan  will  be  able 
to  shift  her  industrial  potentials  to  manufacture  conventional  or 
sophisticated  military  weapons,  if  needed.  In  order  to  make  her 
industrial  potentials  fully  operational,  Japan  has  to  maintain 
correct  ties  with  all  Southeast  Asian  nations,  particularly  the 
ASEAN.  The  latter  is  not  only  the  rich  resources  of  raw  materials 
for  Japanese  industries,  but  as  the  potential  market  for  Japanese 
finished  products  as  well.  However,  Japan  should  be  more  aware  of 
the  rising  economic  nationalism  currently  demonstrated  in  Thailand. 
Like  the  Soviet  Union,  Japan  regards  Southeast  Asia  as  very 
important,  in  view  of  its  strategic  location  in  international 
waterways  which  connect  the  countries  in  the  Middle  East  and 
East  Asia.  Japan  is  heavily  depending  on  the  Middle  East  countries 
for  her  oil  supply. 

Irrespective  of  some  negative  aspects',  Japan's  presence  in 
Southeast  Asia  is  stffl  needed.  Not  only  does  Japan  possess  all  the 
modern  technology  and  skills,  but  she  also  possesses  capital.  The 
ASEAN  countries  could  benefit  much  from  her  experience  in 
industrial  development  as  well.  Thus,  Japan's  relations  with  the 
ASEAN  countries  should  be  more  of  mutual  advantage.  Japan's 
recent  move  to  establish  diplomatic  relations  with  China  and  to 
exploit  Siberia  should  be  taken  into  consideration  seriously  by 
the  ASEAN  countries.  This  is  particularly  important  in  view  of  any 
possible  economic  repercussions  on  ASEAN  countries  in  the  near 
future. 


CONCLUSION 


It  is  for  this  reason  that  the  ASEAN  should  consolidate  itself, 
in  facing  any  eventuality  in  the  restructuring  of  world  order.  None 
of  the  Great  Powers,  Whether  they  are  from  the  West  or  from  the 
Communist  countries,  would  like  to  see  the  unity  and  integrity  of 
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Southeast  Asia.  The  balkanization  policy  is  still  pretty  much  the 
main  objective  of  the  powers  outside  'Southeast  Asia.  It  will  be  up 
to  the  Southeast  Asian  countries  themselves  to  surmount  their 
difficulties. 

On  the  other  hand,  the  fear  of  certain  Southeast  Asian  countries 
that  some  potential  member  of  the  ASEAN  will  become  dominant 
in  the  future,  cannot  be  denied.  However,  this  fear  should  be  discarded 
as  far  as  possible.  The  idea  of  any  regional  association  such  as  the 
EEC  or  the  ASEAN  is  to  pool  all  the  resources,  skills  and  manpower 
available  in  the  region  for  the  benefit  of  all  member  countries.  To 
achieve  these  objectives  each  member  country  has  to  sacrifice  part 
of  its  nationalism,  abandon  its  xenophobia  and  other  negative  f  actors 
for  the  sake  of  regional  unity  and  integrity  and  prosperity.  A-s 
President  Soeharto  put  it,  cooperation  should  not  aim  at  making  a 
nation  dependent.  Neither  should  cooperation  make  one  nation  the 
protector  of  another. 

Thus,  it  is  only  by  adhering  to  the  principle  of  mutual  trust 
faithfully  that  the  ASEAN  countries  will  be  able  to  resist  pressures 
from  the  Great  Powers.  This  should  not,  however,  be  interpreted 
as  an  attempt  to  isolate  itself  from  the  affairs  of  the  world.  The 
relationships  between  the  ASEAN  and  the  Great  Powers  should 
be  based  on  mutual  benefit.  During  these  formative  years  the 
ASEAN  has  achieved  some  of  its  objectives.  There  are  still  many 
obstacles  to  be  removed  if  the  desirable  results'  are  to  be  attained. 
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A  public  poll  on  Japan  i,n  Southeast  Asian  countries  would 
no  doubt  illustrate  different  opinions  from  country  to  country 
while  in  each  country  there  would  also  he  variations  from  group 
to  group  —  depending  on  the  extent  of  contacts  with  things 
that  are  Japanese.  Nevertheless,  such  a  poll  would  indicate 
something  they  all  share '  in  common :  a  kind  of  fear.  This  fear 
is  rooted  in  the  feeling  that  gradually  hut  irreversibly  the  Southeast 
Asian's  dependency  on  Japan  will  culminate  to  a  "point  of  no 
return"  in  entering  the  sphere  of  Japanese  hegemony.  There  are, 
indeed,  series  of  realities  that  strengthen  this  feeling.  In  a  poll, 
the  views  of  the  small  academic  circles  who  usually  draw  conclusions 
in  a  realm  of  perceptions,  could  not  perhaps  be  regarded  as  feeing 
representative  of  the  public.  Their  opinions,  however,  are  valuable 
inasmuch  the  analyses  imply  ideas  which  could  design  a  formula 
to  solve  the  problem. 

Facts  and  figures  accumulated  in  the  increasing  number  and 
proliferating  discussions  and  surveys  on  Japan's  relations  with 
Southeast  Asia  justify  the  existence  of  this  fear.  It  is  perhaps 
superfluous  to  enumerate  the  facts  and  figures  here  as  they  can 
be  found  in  nearly  every  expose  on  this  subject.  A  projection 
made  by  the  Japanese  indicates  the  same  result,  and  mentions 
explicitly  the  year  1980  as  the  point  where  Southeast  Asia  will 
have  become  more  dependent  on  Japan  than  Japan  on  Southeast 
Asia.  It  is  this  question  of  dependency  that  has  made  every 
discussion  on  Japan's  relations  with  Southeast  Asia  so  lively  of 
late.    These  discussions  are  being  held  not  only  among  academic 
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circles  and  .politicians  but  are  increasingly  —  in  a  less  systematic 
way  —  among  the  general  pulblic  as  well,  and  here  the  subject 
is  likely  to  be  drawn  into  the  realm  0f  emotions,  sentiments  and 
often  even  hatred. 


II 

Among  .politicians  and  certain  academic  circles  the  prevailing 
formula  in  seeking  a  solution  to  this  problem  is  the  equation  "non- 
dependence  =  independence".  But  in  the  reality  of  the  present 
international  conditions  this  formula  is  hard  to  apply,  and  this 
formula  might  even  be  of  no  validity  anymore.  New  realities  have 
led  to  the  emergence  of  a  new  school  of  thought  propounding  the 
formula  "non-dependence  =  interdependence".  This  formula  sounds 
indeed  fascinating.  And  if  it  is  true  that  interdependence  is  the  key 
to  the  future,  the  essence  of  the  problem  turns  out  to  be  a  complex 
one  as  soon  as  one  begins  to  explore  the  keys  to  that  interdependence 
at  the  political  working  level. 

It  is  perhaps  not  too   wrongly  stated   that  in   carrying  out 
diplomacy,  a  communist    country's    good    relations    with  a  non- 
commusnist  country  could  only  mean  good  relations  between  the 
former  and  the  communist  party  of  the  latter.  In  this  connection  it 
is  obvious  that  in  the  Japanese  diplomacy  —  which  is  notably  an 
economic  and  trade  policy  —  good  relations  between  Japan  and  a. 
developing  country  is  understood  to  be  good  relations  and  collabo- 
ration with  the  government  of  the  developing  country  concerned. 
In  this  way  Japan's  foreign  relation  with  a  developing  country  is 
actually  determined  by    whoever  is  in    power  in  the  developing 
country.  Japan's  main  interest  lies  in  the  domestic  stability  of  the 
developing  countries,  but  she  has  —  at  least  until  now  been  trying 
—  to  avoid  meddling  with  the  domestic  affairs  of  the  developing 
countries,    especially  those    on  which    her  vital    supply  of  raw 
materials  is  dependent,  among  other  things  because  Japan  does  not 
possess  the  political  ability  to  do  so.  On  the  one  hand,  this  fact 
often  causes  frustration  on  the  Japanese  side,  while  on  the  other  it 
tends  to    give  credence   to  speculations    that  Japan    may  find  it 
unavoidable    to  strengthen    her  military    power  to    support  her 
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economic  interest  overseas.  The  realm  of  speculations  in  this  frame 
of  an  economic-political-militsry  nexus  is  perhaps  a  traditional 
concept  that  calls  for  deeper  examination  in  the  international 
constellation  of  today. 

As  far  as  the  developing  country  is  concerned,  there  is  nothing 
wrong  with  the  performance  of  such  a  diplomacy.  The  smoothness 
of  relations  depends  partly  on  the  ability  of  the  government  of  the 
developing  country  to  channel  Japan's  economic  aggressiveness  ana 
partly  on  Japan's  flexibility  to  change  her  policies  and  decisions'  in 
accordance  with  the  objective  demands  of  her  counterpart.  According 
to  some  observers  decision-making  in  Japan  is  not  an  easy  matter 
and  the  process  a  very  tardy  one  owing  to  the  complex  composition 
of  the  decision-makers.  There  are,  however,  observers  who  believe 
that  as  far  as  Japan's  foreign  policy  is  concerned  —  inasmuch  it 
emphasizes  economic  and  trade  relations  —  decision-making  in  Japan 
is  relatively  easier  compared  to  other  countries  because  of  the 
existing  close  association  between  the  government  and  thfc 
industrialist  community  in  the  country. 

Although  anti-Japanese  sentiment  has  been  prevented  from 
being  widespread  sofar,  there  is  no  guarantee  that  such  a  diplomacy 
will  remain  adequate  for  the  future.  The  case  of  Thailand  —  which 
at  present  is  the  most  frequently  cited  example  —  is  an  evidence  to 
the  possibility  of  a  sudden  turn  of  what  sofar  has  only  been 
whispered  in  private  into  open  protests  and  demonstrations.  It  is 
not  entirely  impossible  either  that  such  a  protest  movement  will 
spread  to  other  Southeast  Asian  countries.  It  has  been  clear  from 
the  beginning  that  an  open  demonstration  such  as  happened  in 
Thailand  would  not  solve  the  problem,  it  has  —  although  the 
cost  for  both  sides  could  be  too  high  —  its  positive  side  as  a 
warning  to  Japan  that  something  is  going  wrong,  especially  where 
the  government  of  the  host  country  is  not  able  —  whatever  the 
reason  might  be  —  to  handle  it  by  herself. 


Ill 

Any  discussion  about  the  Japanese  presence  in  Southeast 
Asia  generally  evokes  associations  full  of  resentment  and  suspicion. 
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These  feelings  are  rooted  in  memories  of  World  War  II  and  — 
in  relation  to  Japan's  technological  progress  —  of  the  resurrection 
of  Japanese  militarism  in  Southeast  Asia.  The  combinaton  of 
memories  of  the  past  and  speculations  about  the  future  of  Japan's 
military  role  constitutes  one  factor  which  may  turn  out  to  be  an 
impediment  to  Japan's'  "good"  relations  with  Southeast  Asia.  One 
could  even  argue  that  this  problem  may  well  be  the  major  issue 
Japan  will  have  to  face  in  the  international  world  in  the  .next 
decade.  These  issues  about  Japanese  militarism  'are  quite  contro- 
versial as  are  any  other  speculations  and  will  remain  a  subject 
of  lively  discussions.  For  the  time  being,  however,  they  are  of 
little  relevance  to  Southeast  Asia.  This  is  because  at  present 
Southeast  Asia  is  facing  a  Japanese  offensive  of  another  art, 
namely  in  the  field  of  trade.  As  far  as  the  region  is  concerned 
Japanese  trade  relations  has  less  to  do  with  Japanese  security. 
If  there  is  any,  it  is  certainly  Japan's  stake  in  an  assured  passage 
of  her  trade  through  the  Strait  of  Malacca  and  other  sea  routes 
through  the  Indonesian  archipelago.  iSuch  an  argument  is  in  line 
with  the  traditional  concept  of  the  nexus  between  economic,  political 
and  military  interests.  For  the  time  being,  however,  psychological 
factors  will  remain  to  be  the  major  reasons  for  Japan  to  refrain 
from  strengthening  her  defence  posture.  In  the  case  of  Japan's 
relations  with  the  United  States,  Japan's  security  is  directly  linked 
to  her  economic  interest.  But  nevertheless,  this  remains  a  second 
generation  problem. 

In  her  present  condition  —  despite  adequate  technological 
ability  and  sufficient  capital  —  Japan  cannot  afford  to  build  up 
her  military  strength  to  fearsome  proportions.  Japan  cannot  ignore 
world  opinion.  Admittedly  Japan's  Fourth  Five  Year  Defence  Plan 
undergoes  an  increase  in  terms  of  the  defence  budget,  but  this  will 
not  lead  automatically  to  a  real  increase  in  terms  of  military 
capability,  and  under  this  plan  Japan  could  not  even  defend  herself 
longer  than  7  days  in  the  event  of  a  military  invasion.  Since 
internally  the  Constitution  as  well  as  the  domestic  public  opinion 
will  hamstring  any  attempt  to  increase  her  military  strength,  Japan 
is  not  likely  to  develop  her  defence  posture  beyond  the  need  to 
defend  her  own  territory.  As  a  second  generation  problem,  if  it  ever 
happens  in  the  near  future  that  Japan  will  exceed  those  limitations, 
this  would  solely  be  a  consequence  of  external  pressures.  In  this 
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context  the  Ja.pa,n  -  US  alliance  as  manifested  in  the  Security 
Arrangement  plays  a  decisive  role. 


IV 

The  difficulties  in  Japan's  relations  with  various  Southeast 
Asian  countries  are  not  all  rooted  in  historical  experiences  or  in  a 
fear  of  becoming  economically  dependent  on  Japan.  They  also  lie  in 
the  resentment  caused  by  the  snobbish  and  exclusiveness  of  Japanese 
businessmen  and  tourists.  All  this  has  given  rise  to  a  psychological 
syndrome  in  the  Southeast  Asian  countries.  A  syndrome  which  can 
be  traced  back  to  psychological  pressures  within  Japan. 

The  accumulation  of  psychological  pressures  is  a  convergence 
of  various  conflicts  within  the  society  caused  by  the  economic 
mechanism,  political  frustrations,  cultural  superiority,  military 
vulnerability  as  well  as  by  the  feeling  of  geographical  isolation 
which  are  all  at  odds  with  the  living  aspirations.  These  psychological 
pressures  are  often  regarded  as  being  the  source  of  Japanese 
aggressiveness  in  foreign  trade.  Combined  with  the  national 
discipline  it  is  easy  to  understand  Japan's  unique  process  of 
becoming  a  "superstate",  the  most  advanced  and  wealthiest  nation 
by  the  21st  century.  Such  a  projection  stimulates  one  to  imagine 
the  enlargement  of  Japan's  possibilities  and  opportunities  to  pursue 
her  ambitious  goals,  if  any  exists.  There  are,  however,  reasonable 
doubts  that  Japan's  growth  will  continue  unhalted  or  unobstructed, 
among  other  things  in  view  of  the  increasing  social  demand  which 
is  not  sufficiently  taken  into  account  in  this  optimistic  projection. 

If  it  is  true  that  Japan's  obstacles  in  her  relations  with  Southeast 
Asia  evolve  around  psychological  problems,  the  source  is  to  be  found 
within  Japan.  But  upon  further  analysis  it  is  obvious  that  Japan's 
relations  with  Southeast  Asia  cannot  be  separated  from  Japan's 
position  in  the  world.  It  could  even  be  argued  that  these  relations 
constitute  actually  only  a  small  part  of  the  complexity  of  problems 
Japan  faces  on  a  global  scale.  Therefore  the  real  source  of  these 
obstacles  is  to  be  searched  in  Japan's  position  in  the  world  as  a 
whole. 
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Japan's  position  in  the  world  is  a  function  of  permanent  and 
temporary  variables.  Geopolitical  conditions  sometimes  constitute  a 
permanent  variable.  One  of  many  geopolitical  theories  sees  Japan's 
position  as  a  special  or  even  unique  case  in  that  Japan  has  mo 
natural  role  to  play.  She  does  not  possess  a  clearly  determined 
geopolitical  setting  to  perform  a  creative  role.  In  this  connection  it 
could  be  argued  that  Japan's  indention  to  enter  the  international 
political  arena  would  only  give  her  the  opportunity  to  fill  in  the 
blank  spots  on  the  world  political  map.  This  statement  is  perhaps 
confirmed  by  the  difficulties  Japan  underwent  in  adjusting  herself 
to  changes  recently  occurring  in  the  international  political  climate. 

Japan's  economic  and  technological  progress  put  her  on  an 
equal  footing  with  the  big  powers.  If  Japan  possesses  that  natural 
role,  changes  which  have  occurred  should  have  provided  her  with 
opportunities  to  perform  a  new  role  in  accordance  with  her  new 
aspirations. 

Changes  in  American  foreign  policy  were  actually  a  golden 
opportunity  for  Japan  to  embark  on  a  more  independent  foreign 
policy,  a  policy  of  less  dependence  on  America,  which  is  after  all 
in  America's  own  interest.  Being  Japan's  protector  it  is  unfair 
of  the  United  States  to  become  a  competitor  to  Japan,  although 
from  an  economic  and  commercial  viewpoint  America  needs  such 
a  position  towards  Japan.  But  this  opportunity  given  to  Japan 
proves  to  show  even  more  how  dependent  Japan  is  on  America. 
"Iin  essence,  politically,  and  even  more  psychologically,  American- 
Japanese  ties  are  more  important  to  the  Japanese  than  to  the 
Americans"1. 

Facing  the  new  opportunities,  it  seems  that  Japan  has  no 
other  option  than  maintaining  her  specific  relation  with  the  United 
States.  For  strategic  and  security  reasons  it  is  not  likely  that 
outside  this  alliance  Japan  will  make  other  alliances,  neither  with 
the  People's  Republic  of  China  nor  with  the  Soviet  Union.  The 
return  of  Okinawa  is  an  illustration  at  its  best  to  show  Japan's 
limited  options.  It  is  exactly  through  this  act  that  Japan  has  been 
pushed  into  a  strategic  posture  for  which  she  is  not  ready  and  the 

i   Zbigniew  Brzezinski,  "Japan's  Global  Engagement",   Foreign  Affairs, 
January  1972. 
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return  of  the  island  has  tied  Japan  even  more  closely  to  America 
than  before. 

Nixon's  announcement  to  visit  China,  without  prior  consultations 
with  Japan  very  much  piqued  the  Japanese.  There  are  several 
versions  as  to  the  possible  reasons  for  Nixon's  attitude  in  doing 
so.  Oine  may  argue  that  Nixon's  action  was  a  retribution  for 
Japan's  mercantilistic  attitude  in  trade,  but  it  is  reasonable  as 
well  that  it  was  meant  to  prod  Japan  into  initiatives  for  sharing 
bigger  responsibility  in  Asia,  especially  in  ensuring  security  and 
stability  in  the  region.  To  a  certain  extent  Nixon's  visit  to  China 
Iras  stimulated  Japan  to  moving  in  a  new  direction.  In  opening 
her  relations  with  China,  however,  Japan  was  not  performing  the 
policy  of  "security  through  diplomacy"  but  it  was  actually  a  result 
of  domestic  pressures.  But  as  it  has  turned  out  now  —  after  having 
sacrificed  even  her  political  recognition  of  Taiwan  —  Japan  finds 
herself  in  an  increasingly  frustrating  situation.  The  prospects 
for  increasing  her  trade  with  the  People's  Republic  of  China  are 
indeed  not  too  encouraging.  By  the  end  of  1972  her  volume  of 
trade  with  the  People's  Republic  of  China  was  only  half  of  her 
trade  with  Taiwan.  Politically  the  Sino-Japanese  relations  are 
of  mere  formal  meaning.  An  effort  to  establish  closer  relations 
with  China  would  only  put  Japan  in  a  difficult  position  toward  the 
Soviet  Union  with  whom  she  already  has  some  trouble. 

The  essence  of  Japan's  foreign  relations  is  always  aimed  at 
ensuring  the  flow  of  raw  materials  on  which  her  economy  depends, 
and  this  challenge  d'oeis  not  always  prove  to  conform  with  her 
political  goals.  Japan's  effort  to  diversify  her  sources  of  supply 
has  been  successful  in  regard  to  only  a  few  minerals,  such  as  iron 
ore  from  Australia,  India,  Peru  and  Chili.  To  meet  her  requirements 
for  crude  oil,  however,  she  remains  dependent  on  supply  from  the 
Middle  East.  This  dependency  extremely  limits  Japan's  political  role. 
Japan's  presence  in  the  Middle  East  demonstrates  this  at  its  best. 

Siberia  as  a  possible  source  of  raw  materials  on  which  Japan 
has  put  covetous  eyes  will  for  the  coming  years  remain  only  a  dreajn. 
Basically  Japan  never  likes  the  Soviet  Union,  and  Russia's 
refusal  to  comply  with  Japan's  claim  on  the  four  Kuril  islands  will 
postpone  the  real  act  of  concluding  closer  cooperations.  The  People's 
Republic  of  China  already  indicates  her  uneasiness  towards  closer 
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Russo-Japanese  relations,  especially  when  it  comes  to  the  development 
of  Siberia. 

The  same  problem  is  faced  by  Japan  in  her  relations  with 
Western  Europe.  Here,  Japan's  position  as  a  competitor  in  the 
economic  field  and  in  trade,  in  addition  to  feelings  of  hatred  dating 
back  to  World  War  n,  make  her  presence  among  the  developed 
countries  not  whole-heartedly  accepted.  All  these  difficulties  faced 
by  Japan  make  it  difficult  to  deal  with  Japan. 


VI 

To  Southeast  Asian  countries  it  has  been  defined  clearly  what 
role  they  hope  Japan  to  play  and  what  significance  to  ascribe  her. 
Thanat  KHOMAN  of  Thailand  has  expressed  these  expectations  as 
follows:  "Southeast  Asia  will  have  to  look  to  Japan  and  depend  on 
it  for  most  of  the  decade.  It  will  be  in  their  and  our  enlightened 
self-interest  to  try  to  harmonize  our  interests.  If  they  can  round  off 
the  edges  of  their  methods,  then  I  think  we  can  work  out  our 
problems'"'.  This  opinion  sounds  fair  enough.  KHOMAN  was  refering 
to  the  importance  of  trade  and  economic  relations  between  Japan 
and  Southeast  Asia  to  Southeast  Asia  and  modestly  hope  that  Japan 
will  change  her  policies  and  methods. 

Although  Japan's  international  relations  are  strongly  coloured 
by  her  trade  policies,  the  discussion  of  the  essence  of  her  relations 
with  the  world  is  a  complex  one.  This  fact  is  not  new  if  one  recalls 
the  mere  practical  aspects  of  traditional  economic  relations  among 
nations  which  cover  international  trade,  which  in  fact  could  be 
analyzed  with  the  help  of  international  trade  theories,  but  the  old 
theories  seem  no'  longer  adequate  to  explain  the  motions  of 
transforming  the  world  economy  into  a  global  economic  unity.  And 
it  is  exactly  the  global  economic  unity  that  is  regarded  as  the 
infrastructure  of  interdependency  among  the  countries  of  the  world 
today.  Global  economy  is  one  of  the  keys  to  interdependence.  It  is 
in  this  formula  that  Japan's  relations  with  Southeast  Asia  should 
be  discussed  further.  Granted  that  interdependency  in  itself 
constitutes  a  global  problem  and  may  bo  found  only  in  a  global 
context,  Japan's  relations  with  Southeast  Asia  should  in  the  first 
place  be  examined  within  the  regional  context. 
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Interdependence  means  interdependence  among  equal  partners1. 
What  in  fact  is  meant  by  "equal  partners!"?  This  notion  is  often 
obscured  by  the  assumption  that  two  or  more  countries  are  in  a 
balanced  or  equal  bargaining  position  towards  each  other.  In  the 
case  of  the  relations  between  Japan  and  Southeaist  Asia  this  notion 
deserves  further  examination.  According  to  the  old  school  of  strategic 
thought  Southeast  Asia's  strategic  location  vis-a-vis  Japan  puts  the 
former  in  a  good  bargaining  position.  This  applies  in  particular  to 
Indonesia.  According  to  these  thoughts  Southeast  Asia  can, 
therefore,  be  assured  to  conduct  mutual  relations  with  Japan  by 
utilizing  her  strategic  location  as  a  trump.  Japan  is  indeed  concerned 
with  the  security  of  the  straits  and  water  ways  of  the  Indonesian 
territory  because  of  their  economic  significance  to  Japan.  But  these 
straits  and  waters  could  not  be  changed  into  economic  commodities 
which  could  improve  the  trade  balance  with  Japan.. 

As  far  as  the  Asian  region  is  concerned  Japan's  relations  with 
Southeast  Asia  are  basically  the  clearest  manifestation  of  an  existing 
discrepancy  between  the'  North  and  the  South.  This  is  the  main 
reason  why  improvement  i,n  trade  relations  cannot  be  brought  about 
by  merely  applying'  techniques.  This  is  obvious  if  one  considers  the 
fact  that  even  among  the  developed  countries  themselves  mere 
techniques  are  ineffective  in  surmounting  stagnations.  As  to  the 
discrepancy  referred  to  above,  trade  relations  between  Japan  and 
Southeast  Asia  must  in  due  course  become  part  of  a  global  economy 
which  is  capable  to  eliminate  poverty  in  the  world.  To  attain  this 
objective  Japan's  relations  with  Southeast  Asia  should  not  be  seen 
only  as  a  problem  of  trade  and  economics,  but  as  a  political  one  as 
well. 

In  this  sense  Japan  has  no  other  alternative  except  to  help 
Southeast  Asia  to  become  an  equal  partner.  By  making  such  a 
decision  Japan  is  actually  malting  a  political  decision,  and  any 
action  to  bring  about  interdependency  between  Japan  and  Southeast 
Asia  —  even  if  these  actions  are  limited  to  economic  terms  such 
as  more  favourable  tenns  of  trade,  aid  and  direct  investment  — 
they  already  constitute  political  actions.  If  Japan  by  virtue  of  her 

i  Masamichi  Inoki,  "Interdependence"  in  Edward  Reed  (ed),  Beyond 
Coexistence:  The  Requirements  of  Peace  (Ne-y  York:  Grossman 
Publishers,  1968)  page  172. 
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present  aspirations  is  indeed  desirous  to  play  a  creative  political 
role  in  the  region,  this  formula  seems  to  toe  the  best  to  toe  followed. 
A  further  elaboration  on  the  rationale  of  such  a  political  decision 
would  also  imply  the  strategic  and  security  aspects.  Interdependence 
with  Japan  would  contribute  to  create  stability  in  Southeast  Asia. 
The  People's  Republic  of  China  as  a  new  power  in  Asia  would  not 
welcome  a  Southeast  Asia  which  is  dominated  by  an  outside  power 
except  if  that  power  is  China  herself.  But  ultimately  the  making 
of  such  a  decision  is  no  less  a  moral  issue. 

Japan's  efforts  in  this  direction  would  not  only  assist  Southeast 
Asia  in  fighting  against  poverty  but  is  also*  conducive  to  the 
creation  of  stability  and  peace  in  this  region,  and  in  turn  this 
decision  will  help  Japan  herself  in  improving  her  position  in  the 
international  world  where  at  present  she  could  not  find  a  proper 
place.  And  after  all  it  is  Japan  herself  that  could  change  this 
situation. 
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Business  relations  between  Indonesia  and  Japan  can  be  viewed 
from  many  different  aspects.  It  could  be  seen  among  others  from 
the  point  of  view  of:  (i)  volume  of  trade,  (ii)  products  traded 
between  the  two  countries,  (iii)  the  various  economic  units 
(business  enterprises)  handling  these  trade  relations,  (iv)l  the 
attitude  of  the  managers  of  these  economic  units  (business 
enterprises) ,  (v)  market,  (vi)  investment,  (vh)  policies  and  practices 
and  (viii)  institutional  setting. 


VOLUME  OF  TRADE 


From  the  point  of  view  of  the  trade  volume,  Japan's  share 
of  Indonesia's  imports  is  on  the  increase.  Table  I  indicates  that 
the  Japanese  component  of  Indonesia's  imports  stood  at  28.1% 
in  1968  'and  by  1971  had  reached  33.2%.  My  own  estimates  would 
put  this  figure  at  approximately  40-45%  of  total  imports  by  1973. 

One  of  the  reasons  for  this  change  could  be  the  increasing 
of  aid  to  Indonesia  along  with  the  increase  of  Japanese  investment 
in  the  manufacturing  sector.  It  is  generally  true  that  Japanese 
joint  ventures  are  designed  in  such  &  way  that  the  machines 
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equipment  as  well  as  the  raw  materials  are  imported  from  Japan. 
Along  with  these  joint  ventures,  Indonesian  manufacturers  and 
importers  prefer  products  from  Japan.  Not  only  are  prices  lower 
than  the  international  market  prices,  delivery  times  are  also  shorter. 
A  difference  of  two  months  with  an  average  interest  rate  of  2% 
a  month  means  already  an  increa;se  in  cost-price  of  4%,  which  could 
he  very  substantial  in  a  competitive  market.  With  the  possibility 
of  opening  back  to  back  letters  of  credit  through  business  relations 
in  Hongkong  and  Singapore  or  through  the  various  Japanese  trading- 
houses  (which  have  branches  in  these  places)  letters  of  credit  could 
be  shortened.  They  need  to  be  opened  only  when  the  goods  are  to 
be  shipped  to  Indonesia.  It  is  known  to  many  business-men  that 
B.E.-credit  from  Japan  is  in  high  demand. 

Exports  to  Japan  are  increasing  tremendously.  They  were  only 
29.2%  of  total  exports  in  1967,  went  up  to  38.97%  in  1970, 
42.46%  by  1971  and  by  1972  (see  table  I)  were  around  50%.  When 
we  discuss  the  various  products  exported  to  Japan,  we  will  see  that 
for  some  export  products  the  percentages  are  even  higher  than  50%. 

From  the  point  of  view  of  both  volume  and  trade  balance  Indo- 
nesia has  a  surplus.  This  is  similar  to  Australia  which  exports 
more  to  Japan  than  it  imports  from  her. 


Tabel  I  Indonesia's  Total  Import  from  and  Total  Exports  to  Japan 


1967 

1968 

1969 

1970 

1971     1972  1973 

Total  import 

649.2 

715.8 

780.7 

1.001.5 

1.173,9 

Total  import 

from  Japan 

181.9 

159.2 

225.9 

294.5 

389.6 

Percent 

28.1 

22.2 

29.0 

29.4 

33.2 

Total  exports 

665,44 

730,76 

853,70 

1,160,60 

1,246,86 

Total  exports 

to  Japan  "  - 

194,50 

17^,55 

255791- 

-452,30 

529,54 

Percent 

29.2 

24.57 

29.97 

38.97 

42.46 

Source:  Indonesian  Statistical  Bulletin,  Bank  Indonesia,  March  1973. 
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PRODUCTS 


Imports  from  Japan  as  the  percentages  indicate  (table  II)  are 
on  the  increase  in  'both  relative  and'  absolute  dollar  terms.  Textile 
imports  from  Japan,  contrary  to  this  trend  are  decreasing  as  both 
Indonesia's  textile  industry  expands  and  as  cheaper  'supplies  from 
Hongkong  and  other  sources  became  available.  Heavy  investment  in 
Indonesia  by  Japanese  textile  companies  is  contributing  to  the 
increase  in  domestic  production  which  should  continually  reduce  the 
need  to  import  this  commodity. 

Tabel  II 


1967 


1968 


1969 


1970 


Import 

Textiles 

Mach.  &  equipment 
Chemicals 
Metal  products 
Tyres  and  tubes 
Non-metallic  mfs 
Foodstuffs 
Others 


51.2 
46.2 
18.6 
17.2 
5.9 
2.0 
1.6 
12.6 


26.1 
47.5 
23.5 
20.9 
3.7 
3.4 
5.5 
16.6 


27.4 
98.8 
34.5 
41.0 
4.3 
6.2 
2.8 
22.3 


28.6 
119.3 
37.7 
62.3 
5.0 
9.3 
23.0 
30.6 


Total 

155.4 

147.2 

237.3 

315.8 

Exports 

Crude  oil 

96.8 

133.8 

207.4 

318.1 

Rubber 

29.6 

15.7 

19.3 

13.1 

Foodstuffs 

15.9 

9.8 

14.1 

19.4 

Timber 

15.6 

30.6 

79.7 

176.4 

Copra 

1.6 

10.6 

5.4 

8.5 

Bauxite 

7.0 

6.8 

6.8 

9.2 

Nickle 

2.0 

3.8 

4.4 

12.1 

Others 

28.1 

42.5 

61.8 

79.8 

Total 

196.6 

253.6 

398.9 

636.6 

Source:  O.G.  Roeder,  Far  Eastern  Economic  Review,  May  14,  1973, 
p.  32. 
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With  the  development  of  Indonesia's  industrial  sector  we  see 
that  more  and  more  capital  goods  and  raw  materials  are  being 
imported  from  Japan.  This  is  reflected  in  the  growing  leveils  of 
machinery,  equipment,  chemicals  and  metal  products  in  Indonesia's 
imports. 

From  the  export  point  of  view  we  see  the  tremendous  increase 
in  products  such  as  crude  oil,  timber  and  other  mineral  products. 
Indonesian  crude  oil  with  its  low  sulphur  content  is  very  much  in 
demand  in  Japan.  Indonesia  has  concluded  a  deal  with  Japan  in 
which  Japan  agreed  to  extend  to  Indonesia  soft  loans  for  Pertamina 
(State-owned  oil  company)  to  enable  it  to  increase  the  export 
capacity  of  low  sulphur  oil.  Around  85%  of  Indonesian  crude  oil  is 
exported  to  Japan.  This  indirectly  will  assist  Japan  in  her  fight 
against  pollution.  Timber  exported  by  Japanese,  American  and  other 
national/joint  companies  are  mainly  being  marketed  in  Japan.  Even 
big  American  lumber  companies  like  Weyerhouse,  Georgia1  Pacific 
etc.  export  their  timber  to  Japan. 

Indonesian  rubber  exports  seem  to  be  on  the  decrease.  Japan  is 
among  others  in  supporting  their  synthetic  rubber  industries,  which 
means  that  the  amount  of  natural  rubber  needed  may  have  decreased 
or  it  may  also  be  possible  that  they  have  been  buying  rubber  in 
Malaysia  or  Indonesian  rubber  through  Singapore. 

The  export  of  mineral  products  such  as  nickel,  bauxite,  iron 
sand,  etc.  is  definitely  on  the  increase,  particularly  nickel  to  Japan. 
The  Japanese  have  ailso  bought  a  definite  interest  in  Freeport 
Sulphur  —  West  Irian. 


BUSINESS  ENTERPRISES 


From  the  Japanese  side  we  see  that  the  majority  of  trade  and 
direct  investment  is  handled  through  the  "big  ten"  (Zaibais)  of 
Japan.  The  total  trade  business  handled  by  this  group  at  the  end 
of  1972  was  U3$  33.366  million  which  is  60.3%  of  the  total  import/ 
export  of  Japan  which  was  $  55.349  million.  The  '"big  ten"  are: 
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Mitsubishi,  Mitsui,  Marubeni,  C.  Itoh,  Nissho-Iwai,  Sumitomo,  Toyo 
Menka  (Tomen),  Nichimen,  Kanematsu-Gosho  and  Ataka. 

Indonesia's  total  import  'and  exports  iby  1972  were  $  2,100 
million  and  by  1972  $  3,411  million. 

This  comparison  gives  us  an  idea  of  the  magnitude  of  the 
Japanese  "big  ten"  compared  even  to  the  total  trade  of  Indonesia. 
This  means  that  trade  with  Japan  is  mainly  channelled  through 
the  Japanese  "big  ten".  Consequently  Indonesian  exporters  and 
importers  are  faced  with  these  giants  who,  supported  by  their 
world  wide  organization,  financial  backing,  and  expertise  in  the 
international  market  could  easily  exercise  their  dominant  position. 

Compared  to  these  giants,  except  for  Pertamina,  P.N.  Timah 
and  Aneka  Tamhaing  (all  state-owned  enterprises)  Indonesian 
national  importers  and  exporters  are  small  firms.  This  means  that 
in  the  world  market  the  bargaining  position  of  Indonesian  firms 
is  weak. 


MANAGERS  OF  THE  BUSINESS  ENTERPRISES 

Management  of  the  "big  ten"  are  generally  in  the  hands  of 
professionals.  These  Zaibais  became  public  companies  although  many 
of  them  are  grouped  around  the  financial  institutions,  but  in  general 
they  belong  to  certain  industrial  or  banking  groups.  A  survey  made 
by  Joshinamatsu  Admina,  Nihon  No  Keieiso  (The  Managerial  Class  in 
Japan),  Tokyo  Niho  Keizei  Sha,  1965  (from  M.Y.  Yoshino,  Japan's 
Managerial  System,  MIT,  1968,  p.  88)  found  that  from  the  1500 
executives  surveyed  among  250  large  companies  only  6%  achieve 
top  positions  because  of  ownership  in  the  companies,  whereas  94 r,' 
are  professional  managers,  while  back  in  1900  the  percentages  were 
respectively  80/20%  and  in  1925  50/50%. 

Another  characteristic  is  that  90%  of  the  1500  executives; 
surveyed  are  graduates  (in  1900  only  5%  and  1928,  2/3  are 
graduates).  60%  of  them  come  from  the  well-known  universities 
like  Tokyo  University  (26.5%),  Kyoto  University  (7.3%),  Keio 
University  (7.9%),  Hitobashi  (6.5%),  etc.  From  the  graduates  in 
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this  managerial  position  16.5%  are  coming  from  the  law  faculties, 
13%  from  the  economic  faculties,  22%  from  the  commerce  faculties 
and:  23%  from  engineering. 

Another  important  characteristic  to  appreciate  is  the  existence 
of  three  generations  in  the  managerial  class  of  Japan.  According  to 
Adams,  the  working  of  managerial  manpower  in  Japan  could  be 
divided  into  three  groups: 

(a)  managers  who  were  born  before  the  close  of  the  Meiji  era  which 
ended  in  1912.  They  consist  5%  of  the  total  managerial 
manpower; 

(b)  another  15%  were  born  during  the  reign  of  Emperor  Taisho, 
between  1912  and  1926. 

(c)  the  remaining  80%  were  those  persons  born  during  the  present 
Emperor  Showa. 

It  is  interesting  to  note  that  the  Taisho  men  were  formally 
associated  with  the  Armed  Forces  where  they  had  served  as  officers 
in  the  Japanese  imperial  army. 

According  to  this  survey,  it  was  revealed  that  at  least  62% 
of  the  section  chiefs  had  had  military  experience  and  40%  of  them 
had  been  officers  in  the  Armed  Forces. 

Taking  into  account  the  importance  of  the  Ringisho  system, 
these  groups  play  a  key  role  in  the  process  of  decision  making. 

According  to  Adams,  the  impact  of  this  on  the  Japanese  economic 
life  is  important.  Thus  in  terms  of  total  manpower  the  Showa  group 
dominated  with  80%  of  the  total,  followed  by  the  Taisho  with  15% 
and  the  Meiji  group  with  5%  (persons  above  65). 

But  in  terms  of  managerial  position  in  the  business/industrial/ 
financial  world1  it  seems  that  the  Meiji  group  are  still  at  the  top  of 
many  big  corporations. 

A  survey  among  1139  company  presidents  revealed  that  84% 
(thus  top-men  passing  the  60's)  are  managers  from  the  Meiji  group, 
14,5%  from  the  Taisho  group  and  1.5%  from  the  'Showa  group. 
This  percentage  reflects  the  still  rigid  seniority  system  in  the 
Japanese  managerial  system.  This  may  have  changed  slightly  in  the 
1970's.  I  suspect  that  in  the  financial  sector  the  percentage  has 
changed  more  in  favour  to  the  Taisho  group,  in  other  words  this 
group  may  have  gradually  moved  up  to  top-positions. 
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Adams  seems  to  have  the  following  opinion.  The  Taisho  group 
being  a  trained  and  disciplined  body  concentrated  all  their  energy 
and  pride  into  the  building  of  the  Japanese  economy,  with  the  same 
zeal  and  devotion  as  they  entered  into  the  war.  Their  commitment 
and  devotion  to  win  the  economic  war  has  contributed  to  an  attitude 
of  arrogance  and  narrow-mindedness,  and  to  the  Japanese  miracle. 

Compared  to  this  system  of  professional  managers  with  its 
emphasis  or  philosophy  centred  on  team  action,  where  the  team  is 
considered  not  as  a  group  of  individuals  but  rather  as  a  single 
integrated  entity  devoted  and  committed  to  the  Japanese  cause,  the 
Indonesian  /management  system  appears  as  yet  to  lack  such 
sophisticated  development. 

In  the  handling  of  business  (the  top  decision  makers)  we 
generally  find  the  Indonesian  owner  manager  facing  the  more 
organized  and  more  skilful  (backed  'by  a  group  of  technicians, 
administrators,  financiers);  professional  managers.  It  means  that 
many  of  the  top  Indonesian  decision  makers  in  the  (business  world 
are  often  in  a  -disadvantageous  position  when  they  face  a  team  of 
professional  managers  from  Japan.  This  will  affect  the  outcome  of 
any  transactions,  agreements  or  discussions. 


MARKET 


Indonesia  is  seen  by  the  Japanese  (business  firms  as  a  market 
for  their  finished  products,  a  supplier  of  the  increasingly  needed 
raw  materials  (timber,  mining  products,  etc.),  supplier  of  fisheries 
(shrimps,  fish,  etc.)  and  a  lucrative  area  for  overseas  investment. 
Due  to  the  increase  of  wages  and  salaries,  along  with  the  pollution 
problem  and  the  policies  of  changing  the  map  of  Japan  (Tanaka 
Plan)  much  of  the  future  Japanese  manufacturing  will  be  done  in 
overseas  countries  including  Indonesia. 

In  these  fields  the  big  ten  are  very  active  in  promoting  the 
three  types  of  activities.  They  are  active  in  promoting  joint  ventures 
in  various  types  of  manufacturing,  forestry,  exploitation,  minerals 
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etc.  All  the  products  resulting  from  these  operations  are  generally 
handled  through  these  big  trading  companies. 

For  this  purpose,  the  representative  offices  of  the  big  ten  in 
Indonesia  resemble  a  fully  fledged  branch  office  where  they  have 
their  department  heads  operating.  It  is  fully  staffed  with  expert, 
personnel,  technically  as  well  as  managerially.  They  have  their 
logging  people,  experts  in  textiles,  machineries  etc. 

Although  they  are  not  allowed  directly  to  be  engaged  in  the 
domestic  distribution,  their  products  through  active  promotion  and 
the  channelling  of  products  through  national  firms  are  definitely 
penetrating  the  Indonesian  markets.  In  other  words,  although 
they  cannot  have  their  own  distribution  apparatus,  their  repre- 
sentative offices  (with  such  a  big  staff),  are  in  a  position  to  push 
the  products  into  the  hands  of  dealers  who  ultimately  distribute 
them  to  the  final  consumer. 

Japanese  manufacturers  through  the  big  ten  have  been 
establishing  factories  in  the  textile  sector,  nail  wire,  galvanized 
iron  sheets,  paints,  noodles,  pharmaceuticals,  polyester,  battery, 
gunny  sack,  filter  cigarettes,  printing  ink,  bicycles,  sheet  glass,  steel 
tube,  milk  processing,  garments,  t.v.  etc.  These  manufacturers  will 
supply  the  domestic  market  with  Japanese  made  motor-cars,  T.V., 
radio,  cassettes,  etc.  Thus  Indonesia  is  not  only  developing  into  a 
main  supplier  of  some  raw  materials  (like  timber,  nickel  etc),  but 
is  also  becoming  a,n  expanding  market  for  Japanese  finished  products. 


INVESTMENT 


A  list  of  Japanese  investment  shows  us  that  Japanese  trading 
firms  have  been  active  in  promoting  various  types  of  joint  ventures 
to  Indonesia.  These  trading  companies  which  initiate  various  ventures 
are  generally  teamed  up  with  local  partners  in  Indonesia. 

From  the  trade  point  of  view,  these  trading  firms  will  benefit 
from 
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(i)  purchase  of  the  factory  or  equipment  from  their  affiliates' 
subsidiaries  or  business  relations, 

(}i)      ship/insure /finance  these  deals  through  their  affiliates, 

(iii)  placement  of  experts  (managerial  manpower),  possibly  those 
persons  who  are  on  the  list  of  retirement, 

(iv)  export  soma  of  the  products  back  to  Japan,  or  market  it 
domestically  and  when  the  project  is  in  the  mining/forestry, 
ship  these  products  through  their  channels  back  to  Japan. 

(v)  import  the  finished  products  back  to  Indonesia,  and 

(vi)  all  these  activities  add  to  the  possibility  of  business  for 
Japanese  restaurants,  hotels,  tourist  offices,  etc.  situated  in 
Indonesia. 

The  Indonesian  consumer  in  one  sense  benefits  because  an 
assortment  of  products  have  been  made  available  by  the  arrival  of 
so  many  manufacturers,  however,  most  of  the  national  industrialists 
may  view  these  factors  rather  differently.  Many  of  those  who  are 
not  invited  as  partners  may  find  themselves  out  of  business,  or  their 
market  share  contracting  or  they  may  have  to  go  into  other 
businesses. 


POLICIES  AND  PRACTICES 


It  is  the  policy  of  the  Indonesian  government  not  to  allow  foreign 
companies  to  operate  in  the  distribution  sector.  In  other  words  the 
offices  of  the  "big  ten"  in  Indonesia  are  considered  as  representative 
offices  only.  However,  looking  to  the  staffing  of  these  representative 
offices,  it  may  be  fair  to  say  that  they  are  fully  staffed  with  a 
number  of  expatriate  personnel  and  the  organziation  set  up  reflects 
in  fact  the  Japanese  system  of  business  operation.  They  generally 
operate  on  a  teamwork  basis  with  the  decision  making  process 
basically  founded  on  the  Ringisho  (consensus)  system.  An  American 
company  representation  may  not  be  as  highly  staffed  as  one  of 
the  big  Japanese  trading  firms.  In  practice  the  Japanese  system 
seems  to  work  and  it  now  appears  that  these  representative  offices 
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are  becoming  generating  groups  towards  the  realization  of  projects. 
When  a  U.S.  multinational  firm  operates  here  it  may  have  one 
or  two  projects  in  process  or  may  have  invested  in  two  or  three 
projects,  but  if  you  look  to  the  list  of  projects  of  the  Japanese 
big  trading  firms  one  could  easily  find  companies  with  sometimes 
more  than  20  projects.  Mitsui  for  example  has  16  projects  now 
already  in  operation,  more  than  12  projects  which  form  A  are 
already  approved  and  more  than  10  projects  are  under  study. 
With  their  intention  to  invest  around  $  1  billion  in  the  years  to 
come,  one  could  easily  imagine  how  many  projects  this  liaison 
office  will  be  handling. 

From  the  Japanese  side  it  is  becoming  a  policy  that  they  come 
into  Indonesia  on  a  joint  venture  basis,  thus  there  is  always  a 
local  partner  in  their  operation.  It  may  be  10%,  it  may  be  50%,  etc., 
depending  upon  the  capital  requirements,  technological  aspects, 
products,  bargaining  position,  etc. 

Let  us  now  have  a  brief  discussion  on  the  various  practices 
which  may  be  of  interest  to  us.  It  is  not  the  intention  of  the 
author  to  look  into  the  negative  sides  of.  such  practices,  but  the 
purpose  is  more  to  evaluate  the  various  practices  in  the  light  of 
trying  to  prevent  the  possibility  of  increasing  friction  which  may 
jeopardize  mutually  beneficial  cooperation. 


FINANCE/CAPITAL 


It  is  generally  known  to  us  that  the  capability  of  the  Indonesian 
partner  to  generate  capital  is  limited.  One  of  the  main  reasons 
for  this  limitation  is  the  fact  that  the  majority  of  the  Indonesian 
companies  are  basically  run  by  families  or  a  small  group  of  persons. 
Along  with  this  still  "underdeveloped  organizational  structure" 
these  companies  cannot  float  capital  in  the  market  because  of 
the  nan-existence  of  such  a  market.  One  of  the  main  sources  of 
capital  appears  to  be  the  state-banks.  However,  generally  these 
type  of  loans  are  short  term  or  when  one  could  managed  to  get 
investment  credit  it  is  still  on  a  higher,  interest  rate.  This  provide 
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a  sharp  contrast  with  foreign  companies  who  can  float  capital 
in  their  own  capital  markets  obtaining  what  can  be  considered 
permanent  funds  or  similarly  when  they  issue  bonds;  they  generally 
need  offer  only  reasonably  interest  rates. 

With  this  crucial  limitation  many  Indonesian  firms  prefer  tj 
have  a  low  equity  capital  and  accept  a  higher  ratio  in  loans.  For 
Japanese  companies  it  appears  that  the  acceptable  ration  between 
equity  and  loams  is  in  the  neighborhood  of  16.1%  (Kimura, 
according  to  a  survey  of  the  Minister  of  Finance,  Japan)  with  the 
balance  made  up  by  borrowing  (may  be  some  10%  stock  issues, 
here  tax  problems  are  involved).  This  ratio  of  more  debt  than 
eqxiity  capital  is  based  on  the  philosophy  of  the  interdependence 
of  .  corporations  (according  to  Prof.  Ballon),  thus  a  form  of 
participation.  This  tendency  is  supported  by  the  knowledge  that  if 
a  bank  overloans  compared  with  its  capacity  then  the  Bank  of 
Japan  will  actively  support  the  bank's  operations. 

With  the  existence  of  a  rather  substantial  surplus  in  Japan, 
it  seems  that  many  of  the  joint  ventures  were  given  rather 
substantial  loans  sometimes  to  finance  equity  participation  and/or, 
operating  capital  under  rather  acceptable  international  rates  of 
interest,  some  of  them  even  lower  than  the  current  international 
rate  of  interest.  But  this  low  interest  rate  may  have  been 
compensated  for  in  the  amount  paid  for  equipment,  machineries 
and  perhaps  in  the  price  of  raw  material'. 

In  other  words  the  big  trading  firms  through  their  access 
to  the  Japanese  financial  institutions  have  provided  the  joint 
ventures  and  Indonesian  partners  with  medium  term  loans  and  in 
many  cases  have  included  operating  capital.  Thus  the  medium  term 
loans  instead1  of  being  channelled  directly  from  the  Japanese 
banks  are  channelled  through  the  intermediary  of  the  big  ten 
trading  firms.  Undoubtedly  these  trading  firms  have  acted  as 
collateral  and  for  this  function  a  type  of  remuneration  must  be 
paid. 

With  the  capital  and  other  types  of  finance  generally  provided 
by  the  Japanese  partner,  the  logical  consequence  would  be  that  the 
provider  of  finance  may  have  the  management  in  their  hands.  This 
management  dominance  may  be  further  supplemented  by  the 
employment  of  Japanese  technical  staff  which  could  prove  equally 
as  important  as  a  means  of  effective  organizational  control.  The 
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consequences,  whether  positive  or  negative,  of  having  management 
control  vested  in  the  foreign  partner  will  depend  on  many  factors 
including:  the  philosophy  of  the  company,  the  persons  in  charge 
of  implementation,  the  Indonesian  partner,  the  position  of  the 
products  etc.  Some  of  the  negative  consequences  could  'be: 

That  if  the  company  as  a  production  unit  operates  at  a  loss 
for  a  number  of  years,  so  that  the  Indonesian  partner  at  one  stage 
has  to  be  pursuaded  to  increase  capital. 

Then  if  the  partner  is  not  in  a  position  to  provide  additional 
capital,  many  things  could  happen  : 

(i)  capital  ratio  could  develop  to  the  disadvantage  of  the  Indo- 
nesian partner,  or  the  Indonesian  partner  may  sell  their 
interest  to  the  foreign  partner  (informally).  In  some  instances 
the  enterprise  may  in  fact  be  running  profitably,  only  the 
profit  centre  has  been  transferred  elsewhere,  possibly  to  the 
head  office  (raw  material  supply)',  or  to  the  distribution 
level. 

(ii)  create  an  increasing  group  of  national  businessmen  feeling 
cheated  and  developed  a  kind  of  anti-Japainese  feeling  which 
may  affect  other  areas  such  as  employees,  national  managers 
etc. 

Some  of  the  positive  aspects  when  run  by  an  honest  foreign 
partner  include: 

(i)  development  of  team-work  which  may  benefit  the  laibor 
force,  manpower  in  Indonesia,  the  consumer  and  the  environ- 
ment where  the  factory  is  established. 

(ii)  a  developing  export  market  for  Indonesian  produced  finished 
products  which  may  then  be  re-exported  to  other  places 
including  the  Japanese  market. 


INSTITUTIONAL  SETTING 

The  government  and  business  enterprises  in  Japan  are  operating 
33  partners  in  progress  and  in  fact  could  be  considered  as  a  Japan 
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Incorporation  (see  books  like:  Chioshi  Yanaga,  Big  Business  in 
Japanese  Politics,  Yale  University  Press,  1968,  James  C.  Abegglen, 
Business  Strategies  for  Japan,  Sophia  University,  1970  etc.).  The 
sense  of  group-togetherness  is  also  applied  in  this  pattern  of 
collaboration. 

Compared  to  other  countries  the  Japanese  government  has  very 
limited  direct  ownership  participation  in  the  Japanese  big  businesses 

but  through  "   a  complex  apparatus  of  interaction,  involving 

the  several  government  ministries  and  such  organizations  as  the 
Bank  of  Japan  on  the  one  hand,  and  formal  groupings  of  businesses 
by  industry  into  trade  associations  on  the  other.  The  bureaucracy 
and  business  leadership  maintain  a  pattern  of  interaction  that  is 
a  continual  one"  (Abbegglem,  page  72). 

Prime  Minister  Ikeda  on  one  occasion  even  states  that  "the 
government  is  the  captain  and  zaikai  the  compass  of  the  ship"  (page 
34,  Yanaga). 

In  other  words  there  is  a  definite  and  close  relationship  between 
organized  business,  party  leadership  and  top  level  administrative 
bureaucracy. 

This  collaboration  between  the  Government,  big  business  and 
bureaucracy  has  developed  through  the  years  with  a  common  national- 
economic  objective,  supported  by  a  highly  disciplined  and  trained 
managerial  and  technical  group  of  the  Taisho  generation  under  the 
supervision  of  the  Meiji  generation. 


SUMMARY 


From  the  volume  of  trade  point  of  view  Indonesia  is  increasing 
her  import  and'  export  trade,  in  particular  Indonesia's  exports  to 
Japan  have  been  approximately  50%  in  1973.  Due  to  time  of  delivery, 
aid  to  Indonesia,  prices  of  Japanese  machineries,  existence  of  the 
big  trading  firms  in  Indonesia  (representative  offices) ,  imports  from 
Japan  are  also  increasing  and  may  have  reached  a  percentage  between 
40/45%  of  Indonesia's  total  imports. 
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From  the  point  of  view  of  commodities  handled  we  see  an 
increasing  amount  of  capital  goods  amd  raw  materials  coming  from 
Japan.  This  will  undoubtedly  increase  in  the  years  to  come  as  the 
Japanese  trading  houses  will  increase  their  investment  in  Indonesia. 

In  the  export  sector  we  see  an  increasing  amount  of  our  crude 
oil,  timber  and  nickel  being  exported  to  Ja,pan.  For  oil  the  figure 
is  85%  and  for  timber  it  is  approximately  80%.  With  the  pollution 
problems  more  and  more  low  sulphur  oil  will  be  imported  from 
Indonesia,  although  the  biggest  suppliers  of  oil  to  Japan  are  still 
the  Middle  East  Countries.  iNickel  .export's  will  be  increasing 
particularly  with  the  recent  equity  participation  of  Japanese 
financial  interests  in  the  Freeport  Sulphur  operation  in  West  Irian. 

From  this  (point  of  view  Indonesia  could  be  seen  as  having  a 
kind  of  leverage  vis-a-vis  the  Japanese.  As  a  supplier  of  a  variety 
of  mineral/forest/fisheries  products  Indonesia  may  have  a  stronger 
bargaining  position  compared  to  the  other  Asean  countries/ 

The  big  ten  which  handled  the  trade  between  Indonesia  and 
Japan  control  60.3%  of  the  total  trade  and  in  magnitude  they 
handled  approx.  $  33.4  billion  compared  to  our  trade  volume  of 
approx.  $  2.4  billion  in  1971. 

From  the  management  point  of  view  the  big  ten  trading  firms 
are  run  by  professional  managers  as  well  as  a  group  of  welL  trained 
technical  staff,  compared  to  the  Indonesian  companies  where 
owner-management  still  generally  prevails. 

The  generation  of  Taisho  managers  who  are  now  increasingly 
occupying  the  key  managerial  positions  will  gradually  be  in  the 
top  managerial  positions.  This  highly  trained  and  disciplined  group 
whose  mission  and  commitment  may  be  said  to  be  "to  rebuild 
Japan  into  one  of  the  mightiest  economic  powers  in  the  world', 
may  have  to  adjust  their  attitude  after  the  recent  structural 
changes  in  the  Japanese  economy,  however,  they  may  still  basically 
retain  their  traditional  outlook. 

From  the  market  point  of  view,  Indonesia  will  become  the 
market  for  Japanese  finished  products  (domestically  produced  as 
well  as  imported).  We  are  also  seen  as  the  main  suppliers  of 
certain  raw  materials  like  timber,  oil,  nickel,  iron  sand,  etc.  and 
will  increasingly  absorb  those  industries  which  from  the  costprice 
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point  of  view  (labour  and  wages  in  Japan  are  increasing)  will  have 
to  be  transferred  to  other  locations  which  may  still  have  a  labour 
surplus,  in  other  words  to  Indonesia. 

Investment  will  increasingly  be  concentrated  on  the  manufactur- 
ing side  and  as  we  have  seen  many  of  the  trading  firms  have 
been  acting  as  the  generating  factor  to  initiate  new  projects  in 
combination  with  Japanese  manufacturers  (subsidiaries  of  these 
big  ten  or  close  associates) . 

This  may  have  some  repercussions  for  the  national  industrialist 
who  may  have  to  participate  with  Japanese  interest  or  reduce 
their  activities  or  go  out  of  business. 

Policies  and  business  practices  of  the  ten  big  trading  firms 
could  be  seen  from  various  points  of  view.  On  the  financial/capital 
side  these  trading  firms  have  become  the  intermediaries  of  the 
Japanese  banks  in  providing  medium  term  capital  as  well  as 
operating  capital  against  a  rather  reasonable  level  of  interest  rate, 
which  they  may  have  compensated  for  in  the  purchase  of  machineries, 
equipment,  raw  material  etc.  Some  other  practices  like  "losing 
money"  in  the  first  years  of  operation  to  gain  firmer  control  over 
the  joint  venture  etc.  may  have  some  negative  effects,  this  will 
depend  largely  on  company  policy  or  on  the  ambitions  of  the 
Japanese  managers  as  a  group. 

The  positive  side  is  that  the  Indonesian  consumer  will  be 
provided  with  a  wider  assortment  of  products  made  available  at  a 
more  reachable  price. 

The  fact  that  organized  business,  the  Japanese  government 
a-nd  the  bureaucracy  have  developed  a  pattern  of  cooperation,  has 
moreover  strengthened  their  position  in  international  business 
compared  to  our  business  structure  which  is  still  very  fragmented. 

I  am  of  the  opinion  that  in  the  manufacturing  sector  the 
Japanese  are  even  outpacing  the  European  or  American  based 
multinational  corporations.  In  the  manufacturing  sector  they  could 
be  seen  as  the  most  important  group  whose  policies  have  wide 
ramifications  for  the  national  distribution  sector.  The  distribu- 
tion sector  is  officially  reserved  for  nationals,  however,  if 
we  do  not  create  and  develop  efficient  economic  units  in  this  sector 
we  may  end  up  transferring  even  this  field  to  the   Japanse   big  ten. 
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SOME  NOTES  ON 

THE  NURTURING  OF  THE 

INDONESIAN  ENTREPRENEUR 

SRI-EDI  SWASONO 


I 


OLD  NOTIONS  AND  THE  GOVERNMENT'S  ATTITUDE 

Preface  ; 

In  Indonesia  protection  of  the  producer  is  no  longer  a  novelty. 
In  fact  it  has  already  become  a  popular  topic,  a  common  and  logical 
issue  in  almost  every  discussion  of  the  domestic  economy. 

In  simple  terms  protection  is  being  conceived  as  a  policy  to 
protect  domestic  economic  enterprises  from  encroachments  by  non- 
indigenous  economic  enterprises. 

The  reasons  used  to  justify  protection  may  be  political  in  nature, 
namely  nationalism,  and  in  a  narrower  sense,  mere  jingoism.  But 
they  may  a,lso  ibe  techno-economic  i.e.  based  on  assumptions  about 
the  "infancy"  of  economic  enterprises  in  backward  countries  or  about 
the  "weakness"  of  national  or  indigenous  capital.  Needless  to  add 
these  assumptions  are  all  quite  valid. 

Protection  of  the  producer  has  been  introduced  in  a  variety 
of  forms.  At  the  time  of  the  Panitia  Pemikir  Siasat  Ekonomi 
(Committee  to  Devise  Economic  Strategy)  in  the  years  before  1950, 

*   A  paper  discussed  at  SEADAG  Seminar  on  Foreign  Capital  Investment, 
in  Indonesia,  Medan,  June  14 — 16,  1973. 


51 


THE  INDONESIAN  QUARTERLY 


it  took  the  form  of  a  strategy  and  system  of  priorities  designed 
essentially  to  change  the  colonial  economy  into  a  national  one.  The 
nationalist  thinking  manifested  this  way  later  proved  to  persist  for 
a  long  time. 

Then  in  the  1950's  other  forms  of  protection  were  introduced 
through  the  establishment  of  the  "Bentieng  Group".  This  was 
followed  by  various  highly  protectionist  and  popular  policies  in  the 
form  of  special  permits  and  licence,  special  allocations  and  exclusive 
special  permits  and  licences.  These  policies,  to  date,  were  adopted 
mainly  because  of  the  dictates  of  practical  politics  rather  than 
techno-economic  considerations. 

Protection  became  part  and  parcel  of  the  economic  order  with 
the  need  to  protect  the  producer  being  justified  alternately  on 
political,  practical-political  or  techno-economic  considerations. 

Today  with  protection  having  gone  through  a  history  of  so 
many  years,  it  is  difficult  to  evaluate  the  results  of  all  those  policies 
by  certain  criteria  and  feel  satisfied.  The  number  of  national 
producers  who  have  become  strong  and  viable  as  a  result  of 
protection  is  much  too  small.  The  "Benteng  Group"  disintegrated  or 
disappeared  without  leaving  any  trace  of  the  benefits  of  protection. 
A  fact  is  that  protection  often  resulted  in  the  emergence  of  "AH 
Baba"  enterprises  (in  which  indigenous  businessmen  merely  acted 
as  the  strawmen  or  provided  the  national  facade  for  non-indigenous 
financiers)  due  to  a  lack  of  dynamism  on  the  part  of  those  for 
whom  protection  was  instituted. 

A  study  of  protectionist  policies  as  applied  thus  far  will  soon 
lead  one  to  the  conclusion  that  these  measures  have  been  quite 
ineffective  in  serving  their  objectives.  They  have  been  ineffective 
perhaps  because  the  protection  given  had  been  too  little,  or  perhaps 
because  the  measures  went  astray,  or  perhaps  because  the  measures 
taken  still  had  to  be  complemented  with  other  specific  policies. 

Results  of  Protection  ? 

One  important  but  never  published  fact  about  protection  is 
the  cost  of  protection.  Protection  obviously  is  not  a  policy  free  of 
costs  although  it  comes  to  its  beneficiaries  free  of  charge.  Protection 
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to  producers  actually  means  "efficiency  lost",  the  high  price  which 
must  fee  paid  fey  the  consumer.  It  means  that  the  producer's 
inefficient  system  of  production  is  compensated  for  fey  protection. 
The  more  inefficient  his  system  of  production  the  more  protection 
will  be  needed  to  enable  the  producer  to  survive. 

One  may  therefore  raise  the  question:  to  what  extent  and  for 
how  long  is  the  consumer  supposed  to  keep  paying  for  the  producer'* 
inefficiency  and  how  much  of  that  inefficiency  could  fee  fairly 
considered  as  feeing  feeyond  the  producer's  responsibility. 

Basically  the  Government  merely  gives  protection  whereas  it  is 
the  consumer  who  pays  for  it.  This  is  what  this  article  aims  to  stress 
as  so  far  discussions  on  protection  have  always  tended  to  give  a 
one-sided  view.  So  far  the  matter  has  always  been  debated 
exclusively  from  the  producer's  point  of  view.  The  viewpoint  of 
those  who  defray  protection  has  never  been  properly  discussed. 

Without  protection  the  consumer  could  buy,  say,  imported  bulbs 
of  good  quality  at  relatively  low  prices  or  imported  boot  polish  of 
guaranteed  quality  at  comparatively  fair  prices.  But  with  protection 
the  consumer  would  have  to  sacrifice  these  advantages.  He  would 
have  to  pay  at  least  the  same  prices  (if  not  more)  for  goods  of 
inferior  quality.  This  is  just  one  among  many  examples  I  could 
make  mention  of  how  in  the  end  it  is  the  consumer  (the  general 
public)  who  has  to  pay  for  protection. 

By  the  same  token  any  protectionist  policy  that  proves 
ineffective  or  fails,  is  tantamount  to  waste  committed  by  the  producer 
and  charged  on  the  consumer.  "Misuse"  of  protection  fey  the  producer, 
furthermore,  is  the  same  as  a  kind  of  extortion  imposed  on  the 
consumer.  It  may  happen  that  after  protection  proves  ineffective, 
a  failure  or  is  misused  and  consumers  have  suffered  too  long,  the 
latter  awaken  to  their  rights.  They  will  then  try  to  assort  these  rights 
which  would  involve  at  least  two  things  namely  the  price  and  qualitv 
of  the  protected  domestic  products. 

The  consumers  or  public  become  increasingly  discriminating  and 
may  well  develop  a  certain  opinion  about  the  .  beneficiaries  of 
protection.  They  may  well  get  the  feeling  that  the  continued 
enjoyment  of  protection  free  of  charge  by  the  producers  is  actually 
lowering  their  ability  to  keep  up  certain  standards,  their  entre- 
preneurial dynamism  and  not  helping  them  to  apply  or  uphold  the 
values  of  efficiency.  The  public,  in  other  words,  may  well  recognise 
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at  last  "the  efficiency  lost"  by  protection.  The  consumers  may  no 
longer  believe  the  argument  about  the  "infancy"  of  indigenous 
capital  when  they  see  that  the  "young"  businessmen  are  extremely 
slow  in  "coming  of  age"  through  protection  or  that  they  tend  even 
to  remain  infantile  and  dependent  on  Government  support. 

On  the  other  hand,  the  producers  have  been  very  quick  in 
def ending  their  interests  with  emotional  references  to  the  revolutionary 
times  of  the  past  when  nationalism  might  have  been  regarded  as 
identical  with  protection.  It  may  be  also  that  the  protection  they 
enjoy  is  slill  insufficient  in  view  of  the  situation  prevailing  in  Indo- 
nesia where  efficiency  in  -production  is  extremely  low  as  a  result 
of  various  techno-economic  disabilities. 

But  meanwhile  we  should  not  forget  that  on  the  other  hand 
it  is  the  producers  who  are  in  a  position  to  reveal  negative  attitudes 
on  the  part  of  those  in  power  that  actually  oppress  their  entre- 
preneurial dynamism.  The  attitude  of  the  very  same  bureaucrats  who 
dale  out  protection  and  subsidies  to  indigenous  businessmen  often 
is  the  direct  reason  why  our  producers  resort  to  speculative  economic 
activities.  The  bureaucrats'  habit  of  expecting  some  "tribute"  for 
every  bit  of  protection,  subsidy  or  permit  granted,  has  made  it 
difficult  for  our  producers  to  stick  to  rational  economic  calculations 
in  their  operations.  This  practice  often  compels  them  to  revert  to 
"makeshift"  operations  which  are  a  far  cry  from  the  long  term 
business  activities  they  are  supposed  to  be  able  to  carry  out.  They 
are  forced  to  opt  for  short  term  activities. 

In  this  way  protection  is  being  narrowed  down  in  amount  and 
split  in  two:  one  part  for  the  producer  and  the  other  for  the 
bureaucrats.  This  being  the  case  the  direction  and  strategy  of 
protection  cease  to  be  relevant.  This  is  the  ultimate  point  where 
protection  has  entirely  fai'ed  to  be  an  aid  to  development. 
Development  priorities  a.nd  strategy  have  been  allowed  to  work 
at  cross  purposes  and  have  thus  become  self-defeating. 

Thus  protection  represents  a  variety  of  interests,  namely  the 
interests  of  the  consumers,  of  the  producers  and  of  the  Government 
acting  as  development  agents. 

The  interests  of  the  consumers  simply  boil  down  to  the  question 
of  price  and  quality.  But  in  Indonesia  the  consumers'  interests  have 
so  far  not  found  proper  representation.  For  instance,  there  is  still 
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no  such  thing  as  a  "consumer  union"  in  Indonesia  nor  even  a 
"consumers'  report"  which  provides  information  on  prices,  quality, 
consumer  preferences  or  tastes.  Efforts  to  pioneer  creation  of  such 
a  union  and  publication  of  such  a  (report  have  yet  to  be  made. 

The  producers'  interests  are  relatively  better  guaranteed 
organisationally  through  the  existence  of  various  kinds  of  unions 
and  associations  of  enterprises  engaged  in  the  same  fields  of 
business  and  philosophically  by  the  popularity  of  protection. 

It  must  be  stated  here  that  this  article  does  not  intend  to 
put  forward  the  viewpoint  of  only  one  side  nor  is  it  against 
protection.  It  only  wants  to  assert  that  protection  is  not  a  free  gift 
•but  an  extra  expenditure  that  must  Ibe  paid  for  by  the  consumer. 
Therefore  the  consumer  is  in  a  position  to  claim  his  rights  as 
consumer,  to  assert  his  freedom  to  choose  or  reject  prices  and  the 
quality  of  goods  and  services  as  he  pleases. 

To  the  Government  the  important  thing  is  to  join  these  two 
forces  to  each  other  in  such  a  way  that  they  become  an  effective 
support  in  attaining  the  optimum  rate  of  development  through  the 
cultivation  of  Indonesian  entrepreneurship. 


New  perspectives 


At  this  point  the  Government  could  begin  to  create  a  new 
perspective  (which  of  late  has  begun  to  come  into  shape)  i.e.  by 
providing  qualified  protection  (educative)  designed  to  nurture 
efficiency  in  production  generally  and  a  dynamic  Indonesian 
entrepreneurship.  Perhaps  the  crucial  point  is  really  the  nurturing 
of  this  Indonesian  entrepreneurship  rather  than  protection  per  se. 
Nurturing  of  entrepreneurship  means  stepping  up  talent-scouting, 
followed  by  provision  of  special  instruction  and  orientation  in  the 
field  of  business.  I  am  convinced  that  if  only  we  care  to  use  our 
eyes  well  we  will  find  a  sufficient  number  of  highly  talented  would- 
be  entrepreneurs  in  Indonesia,  he  they  still  in  school,  college,  on  the 
side  walks  of  our  cities'  streets  or  already  in  semi-modern  or  modern 
business  enterprises.  What  we  still  need  is  a  means  to  instill  in 
them  the  right  business  sense  and  orientation.  The  Government 
has  created  "Bimas"  (Mass  Guidance)  programs  for  rice  production. 
Is  it  not  time  to  begin  with  a  "'Bunas"  for  entrepreneurs  ? 
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Protection  does  ensure  the  observance  of  certain  standards 
regarding  price  and  quality  as  fulfilment  of  such  standards  is  a 
condition  to  the  granting  or  extension  of  protectionist  facilities. 
In  this  sense  protection  does  recognize  the  consumer's  interest  i.e. 
their  preference  to  consume  fairly  priced  goods  of  high  quality. 
It  is  here  too  that  the  economic  role  of  the  consumer  i.e.  that  of 
absorber  of  producer's  product  and  expander  of  producer's  market, 
is  acknowledged. 

Thus  such  things  as  "import-mindedness'"  (preference  for  imported 
goods)  need  not  occur  excessively  and  goods  "'made  in  Indonesia" 
can  be  readily  accepted  by  the  consumer. 

The  extent  to  which  protection  should  be  given,  its  form  and 
direction  should  be  based  at  least  on  a  harmonious  combination  of 
three  interests  i.e.  the  interest  of  the  consumer,  that  of  the  producer 
and  that  of  the  Government  itself  as  development  agent. 


FERTILE  BUSINESS  ENVIRONMENT  AND 
INDONESIAN  ENTREPRENEURSHD? 


Preface:  Emergence  of  new  functions 

One  interesting  aspect  which  has  often  received  but  little 
attention  in  the  development  process  is  the  changes  that  take  place 
in  the  institutional  relations  between  existing  institutes  or  organisations. 
These  changes  occur  mainly  because  the  development  process  in 
essence  is  a  process  of  the  emergence  of  new  functions  or  roles 
within  the  realm  of  development.  A  hitherto  non-existent  or 
indistinct  function  is  born  and  emerges  amidst  the  old  existing 
ones  and  is  observed  by  society.  Then  there  are  old  functions  which, 
having  been  rendered  obsolete  or  irrelevant  by  the  demands  or 
objectives  of  development,  weaken  and  vanish.  Or  it  may  also  happen 
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that  old  existing  functions  are  renewed,  re-adjusted  here  and  there 
to  the  direction  of  the  goals  of  development. 

Thus  in  the  reality  of  our  current  development  effort  hitherto 
non-existent  or  indistinct  functions  have  likewise  emerged.  We 
note  among  other  things  the  very  conspicuous  emergence  of  the 
function  of  investment,  both  domestic  and  foreign.  Admittedly  this 
function  also  existed  in  development  periods  preceding  the  present 
one.  But  now  it  is  evident  in  a  more  particular  way.  Now  it  exists 
not  only  in  much  greater  magnitude  but  also  as  an  expression  of 
a  complex  web  of  development  strategy,  priorities  and  objectives. 
This  function  now  is  linked  to  the  objectives  of  manpower  supply, 
to  alternative  policies  to  attain  a  rapid  growth  of  income,  to  efforts 
to  reduce  or  avoid  gaps  in  the  distribution  of  income  that  are  a 
consequence  of  this  very  same  investment  policy. 

The  function  of  investment  now  has  taken  on  a  more  special 
significance  and  is  more  prominent  than  previously.  The  entry  of 
foreign  capital  on  a  massive  "scale  and  in'  excess  of  the  rate  at 
which  domestic  investment  increased,  has  been  followed  by  the 
emergence  of  hundreds  or  perhaps  thousands  of- new  domestic  and 
foreign  companies. 

Apart  from  investment  many  other  new  functions  have 
emerged.  All  of  them  came  into  being  directly  or  indirectly  as  a 
consequence  of  the  demands  of  development. 

We  limit  ourselves  here  to  discussing  new  functions  in  the 
economic  field.  Apart  from  investment  the  economic  planning  that 
we  do  now  is  actually  another  new  function  which  in  turn  generates 
ctill  other  new  functions.  Take  for  example  the  function  implied  in 
the  briefs  of  the  Stabilisation  Council,  the  Logistics  Agency,  Bimas, 
the  Monetary  Board,  the  new  directorate  general  of  monetary  affairs, 
the  National  Family  Planning  Coordinating  Board,  the  Capital 
Investment  Board,  the  BUUD  (Village  Unit  Activity  Agency)  and 
the  new  functions  in  the  scores  or  possibly  thousands  of  teams,  ad 
Hoc  Committees,  Bureaus  and  other  structural  and  functional  units 
ouch  as  the  money  and  capital  market,  the  national  development 
savings  and  time  insurance  savings,  credit  insurance,  quality 
improvement,  protection  of  consumers,  joint  ventureship,  business 
consultant,  provision  of  employment  opportunities,  distribution  of 
income,  regional  development,  rural  development,  surveillance  of  the 
environment  and  other  units  too  numerous  to  be  mentioned  here. 
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One  outstanding  fact  is  that  these  new  function®  and  their 
maintenance  almost  all  are  in  the  government  sector  with  only 
a  very  small  number  occurring  in  the  non-government  sector.  This 
is  understandable  as  it  is  the  government  that  both  initiates  and 
takes  care  of  the  efforts  and  demands  of  development. 

.Relations  among  Institutes:  A  nascent  business  environment 

The  essence  of  the  development  process  being  what  has  been 
explained  above,  the  need  to  manage  the  new  functions  has  similarly 
led  to  the  birth  of  new  organisations,  business  as  well  as  non- 
business organisations.  It  is  here  that  inter-industrial  relations  become 
very  important.  Even  if  it  restricts  itself  to  dealing  with  the  world 
of  business  organisations  only,  a  company  eventually  will  have  to 
get  acquainted  with  another  company,  a  new  company  will  need 
to  know  an  old  one  and  vice  versa,  know  each  other  either  as 
competitors  or  as  partners.  In  the  preliminary  stage  of  our  devel- 
opment era  when  few  new  enterprises  or  institutes  were  being  set 
up,  the  pattern  of  inter-institutional  relations  followed  a  virtually 
"stable"  course  as  each  individual  firm  knew  what  had  to  be  done 
with  and  toward  other  parties.  (Familiar  as  it  was  with  the 
existing  inter-institutional  relations  an  individual  company  then 
knew  its  "trade  map"  well,  had  a  firm  grasp  of  information  and 
knew  its  sources.  A  company  in  such  a  situation  knew  where  to  get 
credit  cheaply,  which  bank  to  get  in  touch  with,  how  and  where 
to  obtain  protection  and  trade  permits,  who  would  be  the  right 
person  to  serve  as  manager,  where  to  find  a  consultant,  how  to 
avoid  competition  and  find  a  business  partner,  where  external 
economies  were  to  be  enjoyed. 

But  in  a  development  process  where  dynamic  changes  take 
place,  the  old  pattern  of  relations  no  longer  holds  true.  A  trade 
map  is  still  lacking,  information  is  scattered  and  piecemeal.  In  other 
words  in  such  a  development  process  a  company  easily  gets  lost 
in  the  nascent  business  environment.  In  these  circumstances  an 
individual  company's  failure  proneness  increases.  A  company 
possessing  superior  qualities  of  entrepreneurship  will  tend  to 
emerge  a  winner  while  the  weaker  ones  will  fold  up. 
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The  changes  in  such  a  development  process  also  involve  the 
problem  of  the  companies'  work  methods  i.e.  their  ways  of 
establishing  internal  economies.  As  long  as  no  fixed  pattern  of 
inter-company  relations  has  been  established  the  benefits  of  the 
new  work  methods  cannot  be  enjoyed  by  all.  It  is  in  such  a  situation 
that  unhealthy  competition  —  based  on  the  different  levels  of 
efficiency  of  the  companies  concerned,  may  occur. 

Entry  of  Foreign  Capital:  Adding  to  the  Turmoil 

The  entry  of  foreign  capital  into  Indonesia's  economy  has 
beien  a  requirement  of  development  i.e.  the  need  to  fill  up  the 
shortage  of  capital  for  investment. 

So  far  the  total  amount  of  foreign  capital  stands  at  US$  2.3 
billion  for  561  projects  (until  March  1973).  Of  this  amount  about 
35%  has  reached  a  stage  of  implementation. 

A  variety  of  consequences  comes  in  the  wake  of  foreign 
capital  entering  this  country.  Many  things  can  be  put  forward 
as  a  demand  by  the  host  who  naturally  expects  that  they  will  all 
be  met.  The  foreign  investors  may  be  able  to  meet  these  demands 
partially  and  within  the  limits  of  their  capacities.  lOn  the  other 
hand,  foreign  investment  also  has  negative  consequences.  Generally 
foreign  investors'  are  also  looked  upon  as  competitors  and  apt  to 
dominate  the  national  economy. 

The  role  that  foreign  capital  investment  assumes  after  it  has 
become  an  element  of  the  Indonesian  business  environment  will 
be  examined  further  in  this  article.  To  domestic  enterprises  the 
presence  of  these  foreign  investors  appears  as  the  emergence 
of  competitors  and  would-be  dominators  though  some  domestic 
companies  cooperating  with  the  foreigners  in  joint  ventures 
may  possibly  feel  differently. 

On  the  other  hand,  the  foreign  investors  on  their  part  may 
look  upon  domestic  business  as  resistant  elements  that  may  affect 
the  level  of  their  own  efficiency.  Or  they  may  not  feel  this  at  all 
knowing  that  they  have  superior  capital  resources  at  their 
disposal  and  access  to  better  or  more  extensive  business  information. 

Then  domestic  entrepreneurs,  after  roughly  observing  the 
different  work    methods  and  higher    efficiency    levels  of  foreign 
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enterprises,  sometimes  try  to  emulate  the  latter.  This  usually 
undermines  the  domestic  enterprises  themselves.  Or  even  if  they 
somehow  succeed)  the  domestic  investors  concerned  have  thereby 
allowed  themselves  to  ibe  tempted  into  making  ''experiments", 
A  quantitative  observation  of  some  domestic  enterprises  that  made 
such  experiments  revealed  that  they  incurred  heavy  losses  while 
what  many  of  them,  achieved  was  merely  a  consumptive  "demon- 
stration effect".  The  system  of  joint  ventures,  however,  can  save 
domestic  entrepreneurs  from  these  pitfalls  and  soften  the  rigidness 
of  the  business  environment. 

It  is  beyond  dispute  that  foreign  investors  generally  have  an 
edge  over  their  domestic  colleagues,  especially  over  the  indigenous 
ones.  Particularly  in  a  period  of  "transition}''  of  the  business 
world  the  Indonesian  entrepreneur  appears  very  weak  compared 
to  foreign  entrepreneurs.  But  regretful  as  this  may  be,  Indonesians 
have  only  themselves  to  blame  for  having  failed  in  the  past  to 
nurture  good  entrepreneurship.  Indonesians  have  forgotten 
that  the  key  to  nurturing  entrepreneurship  does  not  lie 
in  the  capital  hand-outs,  the  granting  of  protection,  subsidies, 
special  permits  etc.  which  often  led  only  to  the  emergence 
of  "Ali  Baiba"  enterprises.  Indeed  the  protection  indigenous  business 
enjoyed  in  the  past  in  addition  to  the  bureaucratic  attitudes  of  the 
government  in  giving  that  protection  turned  them  only  into  infantih 
entrepreneurs.  It  is  easy  to  identify  the  fields  of  business  domestic 
entrepreneurs  are  engaged  in  but  it  is  not  so  easy  for  them  to  see 
the  investment  opportunities  open  to  them.  They  may  see  many 
openings  beside  the  foreign  investors  but  these  openings  might 
not  really  be  the  right  investment  opportunities  for  them.  Not 
right  because  these  openings  require  qualifications  domestic 
investors  still  lack. 

Business  Map  and  List  of  Investment  Opportunities 

Thus  what  the  domestic  entrepreneur  should  be  after  is  a. 
list  of  investment  opportunities  and  not  a  list  of  investment 
activities.  It  is  this  list  of  investment  opportunities  that  they 
should  use  as  a  mainstay  and  it  is  one  of  such  opportunities  that 
they  should  take  to  increase  their  capability  and  thereby  obtain  an 
investment  opportunity  of  a  higher  order. 
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In  a  development  process  the  business  informatian  system 
too  undergoes  a  transition.  The  old  business  map  becomes  irrelevant. 

Not  only  does  the  emergence  of  new  enterprises  bring  about 
shifts  in  business  relations,  the  market  too  undergoes  changes. 
Relations  among  producers  change  because  of  new  forces  working 
in  competition  with  or  to  complement  each  other  through  the 
provision  of  external  economies. 

Then  the  pattern  of  relations  between  produceer  and  consumer 
too  gets  altered.  The  shift  in  the  market  forces  from  a  ''producers" 
into  a  "consumer's"  market  can  be  distinctly  observed.  The 
consumer's  tastes  become  increasingly  decisive  in  a.  situation  marked 
by  competition. 

All  this  causes  structural  changes  in  the  "profit  levels"  of  every 
business.  What  used  to  be  profitable  could  become  unprofitable.  What 
was  once  an  activity  without  any  risk  could  revert  into  a  field 
with  a  high  failure  proneness.  These  possibilities  are  hard  to 
foresee  and  may  turn  out  to  be  very  deceptive  when  the  entrepreneur 
concerned  is  engaged  in  experiments. 

There  is  a  definite  need  for  a  portrayal  of  the  business 
environment  and  an  effort  to  draw  up  a  list  of  investment 
opportunities  and  reports  on  the  state  of  competition  in  relation  to 
externa]  diseconomies,  the  complementary  relations  in  relation  to 
external  economies,  the  level  of  risk  and  the  prospects  of  every  field 
of  business.  This  kind  of  business  information  is  the  basis  of  every 
sound  enterprise. 

At  least  3  sides  should  take  part  in  drawing  up  this  business 
map.  First  it  is  the  side  of  the  businessmen  themselves.  Second  it 
is  the  credit  granting  institutes  (banks).  Third  it  is  the  recently- 
established  RKPM  (Capital  Investment  Coordinating  Agency)  which 
is  still  taking  the  first  steps  in  devising  some  programs.  It  is  still 
unknown  whether  the  HKPM  will  reserve  a  special  place  in  its  work 
programs  for  the  problem  of  nurturing  Indonesian  entrepreneurship 
and  whether  it  will  view  the  relationship  between  Foreign  Capital 
Investment  and  Domestic  Capital  Investment  integrally  in  the  light 
of  this  problem. 

What  we  have  observed  so  far  is  that  none  of  the  three  afore 
mentioned  parties  have  as  yet  begun  to  consider  the  drawing  up 
of  such  a  business  map  as  something  essential  to  the  success  of  the 
development  effort. 
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What  has  happened  so  far  is  the  emergence  of  various  kinds 
of  consultant  firms  the  quality  of  whose  performance  still  needs 
improvement.  The  businessmen  as  a  group  meanwhile  are  still  not 
of  one  mind  about  this  matter.  The  existing  chambers  of  commerce 
are  still  rather  orthodox  in  their  ways  and  attend  only  to  routine  mat- 
ters. They  more  or  less  still  work  on  the  assumption  that  their  task  is 
to  face  the  Government  and  demand  subsidies  and  protection.  They  do 
little  to  work  toward  the  nurturing  of  leadership,  of  expertise  and 
entrepreneurship  or  toward  such  things  as  compilation  of  business 
information. 

A  relevant  question  for  which  these  chambers  of  commerce  could 
attempt  to  find  a  reliable  answer  would  for  instance  be:  what 
activity  is  safest  and  most  profitable  for  an  enterprise  with  a  capital 
outlay  in  the  scale  of  5  million,  10  million  or  15  million  rupiah? 
Could  they  provide  an  answer  to  a  would-be  businessman  who  come3 
to  them  with  this  question  ?  Are  these  chambers  capable  of  becoming 
information  centers  or  counsels  to  their  members?  Are  they  capable 
of  helping  the  Government  in  devising  development  policies  on  a 
national  scale  instead  of  only  policies  to  grant  protection  ? 

We  also  put  high  hopes  on  the  banks,  government  as  well  as 
private  banks.  Banks  play  a  key  role  in  the  activation  of  the  funds  for 
investment.  It  is  therefore  only  reasonable  to  expect  that  they 
should  share  in  the  responsibility  of  observing  the  business 
environment,  drawing  up  a  list  of  investment  opportunities  designed 
to  ensure  the  security  of  investment  and  not  the  security  merely  of  the 
credits  they  issue.  To  ensure  the  security  of  investment,  banks  should 
take  a  more  active  part  in  the  planning  and  in  helping  the 
implementation  of  the  projects  they  finance. 

When  will  banks  have  a  list  of  "safe"  and  vital  projects  and 
the  ability  to  help  see  to  it  that  these  projects  succeed?  It  is  with 
lists  of  desirable  and  profitable  projects  that  banks  should  attract 
clients,  court  prospective  project  managers,  and  win  the  confidence 
of  successful  and  reliable  entrepreneurs.  Banks  should  not  sit  tack 
and  wait  until  a  client  with  5C  qualifications  knocks  at  their  counter. 
In  other  worda  it  is  the  banks  that  should  offer  investment  lists  and 
not  their  clients.  If  the  banks  would  come  together  to  compile  a  list 
of  business  information  on  the  basis  of  the  specialised  information 
each  has  at  its  disposal,  they  would  be  in  a  position  to  minimise 
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the  risks  of  their  investments  and  mo  longer  be  owners  of  dead  or 
retarded  projects. 

The  Government  or  perhaps  the  DKPM  together  with  the  .banks, 
should  give  the  problem  of  the  nurturing  of  Indonesian  entre- 
preneurship  a  special  place  in  their  programs.  Every  commercial 
effort,  be  it  a  foreign  capital  or  a  domestic  capital  venture,  should 
incorporate  an  entrepreneurial  development  program. 


CONCLUSION 


In  the  development  process  inter-institutional  and  inter- 
organisational  relations  undergo  changes  and  shifts.  The  pattern 
of  the  old  relations  no  longer  applies  fully  and  becomes  irrelevant 
because  of  the  emergence  of  new  functions  and  roles  while  the  ways 
in  which  these  functions  and  roles  are  maintained  and  the  work 
methods  too  get  altered.  A  transition  in  the  business  environment 
then  ensues. 

In  the  business  sector  it  is  necessary  to  establish  a  pattern  of 
relations  among  the  companies,  among  the  old  as  well  as  among  the 
new  ones.  The  entry  of  foreign  capital  creates  new  problems  as  it 
not  only  gives  rise  to  new  functions  but  also  opens  up  new  fields 
of  business.  In  making  its  entry  into  the  Indonesian  business  scene 
foreign  capital  proves  to  have  a  greater  capacity  to  endure  this 
transition,  to  be  more  efficient  and  to  possess  superior  qualities  of 
entrepreneurship.  On  the  other  hand  the  capacity  of  domestic 
entrepreneurs,  especially  indigenous  entrepreneurs,  to  endure  this 
transition  proves  to  be  still  limited. 

The  compilation  of  a  business  map  and  a  portrayal  of  the 
business  environment  for  the  benefit  of  domestic  investors  will  be 
of  great  help.  This  requires  a  change  in  the  ways  of  thinking  and 
working  of  the  banks  and  chambers  of  commerce.  The  Government 
should  help  to  change  the  old  way  of  thinking  and  drive  home  the 
point  that  in  the  nurturing  of  Indonesian  business  capital  is  not  the 
main  problem.  More  important  probably  is  the  nurturing  of  entre- 
preneurship, the  nurturing  of  the  domestic  businessmen's  capability 
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to  operate  under  transitional  conditions  and  in  the  future. 
Furthermore  the  Government  should  acknowledge  the  intrinsic 
sxiperior  qualities  of  foreign  investors  and  devise  policies  that 
provide  a  clear  definition  of  where  foreign  investment  is  allowed 
to  operate  and  where  not,  of  the  time  in  which  certain  fields  at 
which  these  fields  shall  be  given  to  domestic  investors,  of  how  th» 
foreign  investor  should  attract  domestic  investors  whether  directly 
through  joint  ventures  or  through  the  regulation  of  the  linkage 
effect  patterns  that  may  be  engendered  by  the  foreign  investor. 

What  should  be  expected  from  the  foreign  investors'  side  more 
than  anything  else  is  that  they  will  help  to  nurture  Indonesian 
entrepreneurship,  especially  help  to  instill  a  greater  business 
endurance,  by  transmitting  their  superior  qualities  to  their  domestic 
colleagues.  The  entry  of  foreign  capital  has  stirred  up  domestic 
investors  and  put  them  off.  balance  in  their  operations.  Foreign 
investors  should  therefore  to  the  greatest  possible  extent  share  in 
the  financing  of  programs  to  nurture  Indonesian  entrepreneurship. 
Otherwise  Indonesian  entrepreneurship  will  decline  and  the 
relationship  between  domestic  investors  and  foreign  investors  will 
cease  to  be  based  on  the  principle  of  mutual  benefit. 

There  are  many  more  things  that  could  be  expected  from  and 
arranged  with  foreign  investors  for  the  sake  of  Indonesian  devel- 
opment. But  this  article  was  intended  to  discuss  only    the  role 
of  foreign  investment  in  relation  to  Indonesian  business  entrepreneur- 
ship. 

And  it  should  be  plain  that  an  appeal  for  some  special  effort 
be  made  to  develop  Indonesian  entrepreneurs  is:  addressed  to  the 
following  three  parties:  the  chambers  of  commerce,  the  banks  and 
the  Government  with  its  newly  established  Capital  Investment 
Coordinating  Agency. 
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THE  TERRITORIAL  DEFENSE 
CONCEPT 

SAYIDIMAN  SURYOHADIPROJO 


THE  MEANING  OF  TERRITORIAL  DEFENSE 

There  are  in  the  international  military  world  several  versions 
of  territorial  defense,  each  connected  with  a  specific  defense 
thinking  or  doctrine.  Territorial  defense  in  Indonesia  is  an 
integrated  part,  namely  the  military  or  defense  part,  of  the 
concept  of  national  resilience.  We  in  Indonesia  define  national 
resilience  as  the  dynamic  condition  of  a  nation,  which  enables 
her  to  develop  national  strength  to  cope  with  all  threats  and 
challenges,  coming  from  inside  as  well  as  from  outside,  directly 
or  indirectly  endangering  the  national  existence  and  the  struggle 
for  the  national  goals.  National  resilience  distinguishes  the 
prosperity  and  the  security  aspects,  which  are  different  but 
^inseparable.  In  this  context  territorial  defense  is  the  basic 
strength  in  the  security  aspect  of  the  national  resilience.  In  the 
Indonesian  version  territorial  defense  can  be  defined  as  the  process 
and  activities  involved  in  the  development  and  use  of  the  national 
territory,  with  everything  Which  is  inside  and  outside  it,  for  the 
defense  and  security  of  the  nation. 

This  concept  of  defense  is  not  restricted  to  military  elements 
only,  but  includes  every  element  at  the  national  territory.  First 
of  all  it  is  a  total  people's  defense,  with  the  armed  forces  functioning 
as  the  core  of  the  defense  system,  while  the  people  are  organized 
in  resistance  formations  supporting  and  assisting  the  armed  forces. 
People  not  organized  in  the  resistance  formations  are  still 
participating  in  the  moral  and  non-physical  resistance  against  the 
opponent.  The  defense  and  security  of  the  nation  and  the  territory 
is  a  continuous  effort,  and  doas  not  surrender  even  if  the  enemy 
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succeeds  in  invading  and  occupying  parts  of  the  country.  This 
does  not  only  apply  to  the  national  territory  as  a  whole,  but  also 
to  every  part  of  it.  It  is  not  impossible  that  enemy  forces,  because 
of  their  relative  superiority,  have  tbs  capability  to  seize  and  occupy 
certain  places  in  the  territory.  However,  the  area  around  the 
occupied  spots  must  not  necessarily  be  under  enemy  control;  if 
our  forcss  cannot  prevent  the  occupation  of  certain  spots  in  the 
territory,  they  must  make  all  efforts  to  keep  control  of  the  areas 
aronud  the  occupied  spots.  Possible  aggressors  of  Indonesia  must 
take  into  consideration,  that  it  will  cost  them  a  lot  of  forces  to 
invade  and  occupy  a  large  country  like  Indonesia.  This  will  take 
a  large  amount  of  their  resources,  while  it  is  far  from  certain 
that  they  can  achieve  their  political  objectives.  All  these  calculations 
and  evaluations  may  cause  a  deterrent  effect  on  all  possible 
aggressors. 

It  is,  however,  possible  that  the  deterrence  fails;  the  enemy 
calculations  may  show  that  it  is  worth  taking  the  risk.  If  that 
happens,  than  a  long  war  has  to  be  fought  by  the  Indonesian 
people  and  her  enemy,  which  will  only  end  when  the  enemy  leaves 
the  Indonesian  territory.  It  is  also  possible  that  the  enemy  is  not. 
willing  to  take  the  risks  of  an  invasion.  He  may,  however,  pursue 
his  aggressive  intentions  by  using  subversion  as  a  method  of  attack. 
To  meet  this  threat  the  territorial  defense  provides  the  maximum 
supervision  and  control  of  the  national  territory,  while  at  the 
same  time    being  an  effective    instrument  to  mobilize  the  people. 

Territorial  defense  is  mainly  based  on  the  following  factors: 

—  the  determination  of  the  people  to  defend  the  nation,  which 
in  practical  sense  is  the  defense  of  their  villages  and  locations. 

—  the  ability  of  the  armed  forces  to  fight  conventional  and 
unconventional  warfare,  including  the  capability  to  know  and 
use  the  terrain  everywhere  they  are. 

—  the  unity  and  the  solidarity  between  the  people  and  the  armed 
forces. 

—  tough  and  tenacious  leadership  at  all  levels,  knowing  how 
to  inspire,  to  motivate  and  to  lead  the  people  and  at  the  same 
time  capable  to  organize  the  resources. 

—  the  existence  of  a  common  ideology,  believed  by  the  people 
and  the  armed  forces. 
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Territorial  defense  is  a  total  concept,  total  in  scope  as  well  as 
in  execution. 


A  NECESSITY  FOR  THE  DEFENSE  OF 
A  DEVELOPING  COUNTRY 

Generally  speaking,  defense  and  security  capabilities  are 
performed  with  technological  weapon  systems  and  social-political 
weapon  systems.  Technological  weapon  systems  include  the 
armament,  equipment  and  crew  with  the  required  know-how  and 
skill  to  operate  the  armament (s)  and  equipment.  The  state  of 
technological  weapon  systems  in  a  country  depends  very  much  on 
the  technological  and  industrial  progress  of  that  nation.  An 
industrially  advanced  country  possesses  the  capabilities  to  produce 
technological  systems  according  to  the  required  quantity  and 
quality;  at  least  she  has  the  ability  to  provide  the  required 
additional  equipment  and  know-how  and  to  give  the  appropriate 
maintenance  backup,  if  she  has  to  purchase  technological  weapon 
systems  from  outside.  lOn  the  contrary,  industrially  and  techno- 
logically underdeveloped  countries  have  very  limited  capabilities 
to  produce  technological  weapon  systems,  and  still  face  many 
problems  to  provide  the  required  know-how  if  they  buy  weapon 
systems  from  outside. 

Social-fpolitical  weapon  systems  are  weapon  systems,  which 
use  social,  psychological  and  political  strength  found  in  the 
conditions  of  the  people  in  the  country.  Social-political  weapon 
systems  come  into  existence  as  a  product  of  organization  and 
leadership.  It  is  generally  acknowledged  that  technological  weapon 
systems  are  very  important  in  the  state  of  defense  of  a  country. 
And  usually  advanced  industrial  countries  calculate  the  state  of 
their  defense  by  the  quality  and  quantity  of  their  technological 
weapon  systems.  It  is  usually  a  summing-up  of  quantities  of 
missiles,  warheads,  nuclear  submarine,  divisions,  aircraft,  and  so 
on,  with  an  analysis  of  the  qualities  of  each  weapon  system. 
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It  is  inot  usual,  however,  to  calculate  or  estimate  the  state 
of  the  social-political  weapon  systems.  The  reason  is  probably  the 
relative  newness  of  the  subject  and  in  addition  it  must  also  be 
said  that  it  is  almost  impossible  at  the  present  time  to  quantify 
the  state  of  these  weapon  systems.  It  is  nevertheless  very  important 
to  cultivate  social-political  weapon  systems,  especially  if  technolo- 
gical weapon  systems  cannot  decide  the  outcome  of  the  struggle. 
If  two  opposing  countries  are  in  the  possession  of  an  almost 
equal  number  and  quality  of  technological  weapon  systems,  it  is 
generally  the  relative  state  of  their  social-political  weapon  systems 
which  will  decide  the  outcome  of  their  struggle.  For  industrially 
backward  countries  with  very  limited  technological  weapon  systems, 
the  state  of  their  social-political  weapon  systems  may  be  the  decisive 
factor  for  their  survival.  It  is,  for  a  developing  nation  like  Indonesia, 
almost  impossible  to  produce  the  necessary  technological  weapon 
systems,  neither  in  the  right  quantity  nor  in  the  right  quality. 
She  might  purchase  the  weapon  systems  she  needs,  but  her 
financial  resources  will  be  very  limited  to  take  this  step. 

If  she  spends  too  much  of  her  financial  .resources  purchasing 
war  material,  this  will  certainly  jeopardize  her  economic  and 
social  development.  Such  an  attitude  is  very  dangerous  for  the 
development  of  the  nation  in  the  long  run,  because  it  is  exactly 
poverty  and  backwardness  which  are  the  main  and  principal 
problems  of  a  developing  nation. 

If  one  looks  only  at  the  capability  to  procure  technological 
weapon  systems  as  the  main  criterion  for  establishing  a  defense 
system,  then  developing  nations  have  no  chance  to  build  their  own 
defense  system.  This  is  fortunately  not  the  case,  because  defense 
systems  need  not  be  built  on  the  base  of  technological  weapon 
systems  only.  The  limitations  of  their  capability  to  provide 
technological  weapon  systems  can  be  compensated  by  capitalizing 
on  the  strength  which  can  be  developed  from  their  people  and 
territory.  This  is  then  the  territorial  defense  concept. 

If  a  developing  nation  fails  to  see  this  option,  only  two 
alternatives  are  open  to  her.  The  first  is  to  adopt  an  attitude 
of  accomodation  to  all  her  opponents,  trying  to  preserve  her 
survival  as  a  nation  by  serving  the  opponent's  wishes. 

It  is,  however,  very  questionable,  whether  in  the  long  run  her 
independence  can    be  preserved.  The  second  is  to  ask  an  advanced 
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nation  to  support  her  in  the  building  of  her  defense.  Defense  treaties 
depend  very  much  in  fact  on  the  stronger  nation,  making  the 
developing  nation  dependent  on  the  stronger  nation.  Such  a  defense 
arrangement  is  generally  'based  on  the  military  system  of  the 
stronger  nation (s),  because  they  have  to  make  the  greatest  efforts 
as  a  consequence  of  their  capabilities. 

The  weaker  nations  in  the  arrangements  of  defense  pacts  are 
required  to  adjust  their  military  systems  to  the  system  of  the 
pacts.  Since  these  weaker  nations  arc  generally  developing  nations, 
while  the  stronger  nations  are  advanced  nations,  it  means  that 
developing  nations  should  adjust  their  military  systems  to  those 
of  industrially  advanced  nations.  This  requirement  causes  a  lot  of 
problems  in  the  long  run.  The  first  is  a,n  organizational  problem. 
The  organization  in  the  military  system  of  an  industrial  nation  is, 
of  course,  based*  on  the  industrial  condition  of  the  society.  There 
is  a  lot  of  influence  of  technology  on  the  organization.  If  a  military 
system  of  an  agrarian  nation  should  imitate  all  of  that,  a  kind 
of  discrepancy  or  gap  comes  into  existence  between  the  armed 
forces  and  the  society  at  large.  This  will  cause  leadership  problems, 
difficulties  to  train  effective  and  efficient  personnel,  and  it  is  not 
impossible  that  there  will  be  an  effectiveness  ratio  between  combat 
and  administrative  elements  which  is  quite  unreasonable  for  an 
agrarian  nation, 

Next  is  an  economic  problem.  The  military  system  of  an 
industrial  nation  is  technology-heavy  and  therefore  quite  expensive 
in  financial  terms.  The  price  of  a  tank,  a  heavy  gun,  combat  aircraft 
a,ud  all  other  sophisticated  weapon  systems  is  very  high.  If  a 
developing  nation  must  purchase  all  these  systems,  the  result  will 
be  an  imbalance  in  th-3  allocation  of  her  very  limited  resources.  She 
will  not  be  alble  to  allocate  an  appropriate  amount  of  her  resources 
to  the  economic  and  social  development.  Meanwhile  the  main  problem 
of  a  developing  nation  is  its  general  state  of  poverty  and 
backwardness,  which  thus  does  not  acquire  the  necessary  weight. 
In  the  long  run  this  approach  will  harm  the  nation. 

It  is  possible  that  the  stronger  partners  give  financial  and 
material  support;  however,  it  is  hardly  feasible  that  this  support  will 
cover  all  the  defense  expenditures  without  jeopardizing  the  economic 
and  social  development.  Very  important  also  is  the  psychological 
problem.  If  a  weak  partner  in  the  defense  arrangement  relies  too 
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much  on  the  stronger  associate,  she  will  face  troubles  if  the 
international  situation  requires  a  change  in  the  attitude  of  the 
stronger  partner.  If  this  change  in  attitude  goes  so  far  as  that 
the  stronger  nation  has  to  reevaluate  its  commitments  to  the  pact, 
it  is  not  impossible  that  the  weaker  partner  might  feel  left  alone.  And 
since  it  is  not  yet  accustomed  to  cope  with  its  security  problems  on 
an  independent  basis,  it  might  experience  internal  tensions. 

Therefore  it  seems  to  be  more  advantageous  for  a  developing 
nation  to  rely  on  its  own  in  the  establishment  of  its  defense 
capability.  That  is  why  Indonesia  relies  on  the  concept  of  territorial 
defense  fox  safeguarding  of  her  integrity  and  independence. 
Apart  from  these  military-technical  reasons  are  definitely  the 
political  reasons,  why  Indonesia  has  to  stay  away  from  military 
pacts  to  maintain  her  self-reHence.  The  non-aligned  foreign  policy 
which  Indonesia  follows  requires  an  independent  stance. 


ORGANIZATION  AND  OPERATION  PRINCIPLES 

As  a  country  which  has  very  limited  industrial  and  technological 
capabilities  at  the  present  time,  Indonesia  is  not  in  the  position  of 
organizing  armed  forces  which  express  a  balance  between  land,  naval 
and  air  forces.  This  does  not  mean,  however,  that  the  territorial 
defense  concept  is  incompatible  with  balanced  armed  forces.  The 
implementation  of  territorial  defense  by  balanced  armed  forces 
will,  on  the  contrary,  even  improve  the  defense  capabilities  of  the 
nation.  Therefore,  the  establishment  of  balanced  armed  forces 
constitutes  one  of  the  targets  for  the  future,  if  the  economic, 
industrial  and  technological  conditions  are  advanced  enough  and 
thus  permit  the  fulfilment,  of  that  requirement.  In  the  meantime 
Indonesia  has  to  put  the  emphasis  on  the  land  forces,  with  a 
minimum  size  of  naval  and  air  forces. 

This  organization  requires  the  maximum  use  of  the  land 
territory,  which  is  for  that  purpose  organized  in  several  territorial 
commands.  The  main  islands  of  Indonesia,  i.e ..  Sumatra,  Java, 
'Kalimantan  (Borneo),  and    Sulawesi    (Celebes),    are    the  main 
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territorial  commands  directly  subordinate  to  the  headquarters.  These 
island^commands  are  again  divided  into  sub-territorial  commands 
and  this  goes  further  down  to  the  village  level.  The  purpose  of 
the  division  into  these  area  commands  is  to  execute  command  and 
control  of  all  the  security  elements  in  a  specific  area  and  to  organize 
the  necessary  preparations  for  an  eventual  security  action.  The  area 
commands  are  also  effective  in  countering  subversion  and  in 
mobilizing  the  people,  either  for  security  or  for  national  development 
purposes. 

The  naval  forces  are  used  to  control  the  seas  and  sealanes  in 
the  Indonesian  Archipelago,  while  the  air  forces  provide  early 
warning  and  the  control  of  the  air.  Furthermore,  both  provide  the 
interisland  transportation  of  the  military  elements.  The  quantity  and 
the  quality  of  the  naval  and  air  equipment  limit  the  capabilities  to 
perform  those  tasks.  The  land  forces  iare  grouped  into  the  mobile 
forces  and  the  territorial  forces.  What  is  meant  by  mobile  forces 
are  the  mobile  brigades,  consisting  of  infantry,  field  artillery  and 
engineer  battalions,  and  some  armored  battalions,  while  the 
territorial  forces  are  those  army  elements  Which  are  directly  related 
to  each  area  command.  The  mobile  forces  are  employed  on  an  island- 
command  or  national  level,  while  the  territorial  forces  are  more  or 
less  tied  to  their  area  commands.  The  territorial  forces  have  close 
connections  and  train  the  people's  security  forces,  which  are  the 
para-military  forces  at  the  village  and  sub-district  administration 
level.  In  time  of  emergency  the  area  commands  have  full  authority 
over  the  para-military  forces.  In  operations  a  difference  is  made 
between  operations  fighting  an  enemy  invasion  and  operations 
against  insurgencies.  The  operations  against  an  enemy  invasion  are 
first  directed  to  preventing  the  enemy  landing  on  Indonesian  land 
territory,  by  naval  as  well  as  by  air  forces.  As  long  as  those  forces 
are  limited  in  their  capabilities,  it  must  be  anticipated  that  the  enemy 
will  succeed  in  putting  his  forces  on  Indonesian  soil. 

It  is  now  the  army's  turn  to  fight  and  start  with  a  conventional 
defense  by  the  mobile  forces  to  push  the  enemy  out  or  to  annihilate 
them.  Here  again,  it  is  not  impossible  that  the  enemy  has  superior 
weapons  and  equipment,  which  allow  him  to  break  through  the 
defenses  and  seize  important  cities  or  other  communication  centres. 
If  conventional  defense  cannot  halt  the  enemy  advance,  the  land 
forces  turn  to  unconventional  defense  or  guerrilla  warfare.  Here 
the  cooperation  between  the  mobile  forces,  the  territorial  forces 
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and  the  people  must  be  guaranteed,  even  since  before  actions  take 
place.  The  mobile  forces  are  employed  as  striking  forces  supporting 
the  territorial  forces.  It  is  possible  that  within  one  island-command 
conventional  combat  prevails  in  some  parts  of  the  island,  while  in 
other  parts  the  fighting  has  already  changed  into  unconventional 
combat. 

The  central  headquarters  influence  the  actions  by  allocating 
mobi'e  forces  from  one  island  to  another.  Also  the  allocation  of 
logistics  from  one  island  to  another  is  a  national  concern.  By  fighting 
conventional  and  unconventional  combat,  supported  closely  by  the 
people,  the  land  forces  try  to  annihilate  the  enemy  and  make,  at 
least,  his  occupation  a  very  expensive  and  dangerous  adventure. 
Therefore  a  long  and  heavy  war  has  to  be  anticipated,  and  what 
mostly  counts  is  the  tenacity,  endurance  and  the  patriotism  of  the 
people  and  the  armed  forces.  Ultimately  the  enemy  will  be  entirely 
destroyed  or  he  will  seek  for  a  peace  settlement,  which  can  only 
be  accepted  if  he  entirely  leaves  the  country. 

The  operations  against  insurgencies  are  divided  into  intelligence 
operations,  territorial  operations  and  comlbat  operations.  Before  the 
outbreak  of  an  insurgency  in  a  specific  area  and  after  the  elimination 
of  the  insurgency,  police  actions  keep  the  area  in  constant  surveillance 
and  control. 

Intelligence  operations  are  the  start  of  the  use  of  military 
forces  to  eliminate  an  insurgency.  If  by  intelligence  operations  the 
insurgents  can  be  made  to  surrender  or  to  stop  their  actions, 
territorial  operations  start.  If  intelligence  operations,  however,  do 
not  suffice  to  eliminate  the  insurgency,  combat  operations  have  to 
be  executed  to  finish  the  enemy.  Hereafter  territorial  operations  end 
the  entire  insurgency  by  consolidating  the  infected  area  politically  and 
ideologically.  All  the  counter-insurgency  operations,  but  especially 
the  combat  and  the  territorial  operations,  have  to  secure  the  unity 
and  cooperation  of  the  people.  Therefore,  at  all  stages  of  the 
operations  the  territorial  forces  have  to  take  actions  to  guarantee 
that  requirement,  while  the  mobile  forces  operating  in  a  certain 
area  are  under  strict  control  of  the  territorial  commander.  Every 
mobile  force  commander  has  to  supervise  the  correct  attitude  of  his 
members  and  try  by  all  his  actions  to  win  the  sympathy  and  the 
cooperation  of  the  people. 
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Higher  echelons  of  command  control  the  progress  of  the 
actions  and  exert  their  influence  by  allocating  forces  and  logistics. 
They  also  give  the  necessary  operational  directions  to  the  territorial 
and  mobile  elements.  It  is  their  task  to  isolate  an  insurgency  as 
much  as  possible  and  destroy  it  i,n  the  shortest  possible  time.  In 
operations  against  enemy  invasions  as  well  as  against  insurgencies 
the  knowledge  of  the  terrain  and  people  is  an  important  requirement 
for  all  troops. 


TERRITORIAL  DEFENSE  AND  REVOLUTIONARY  WARFARE 


There  is  a  general  tendency  to  associate  guerrilla  warfare  and 
any  other  type  of  unconventional  warfare  with  revolutionary 
warfare.  'Since  revolutionary  warfare  is  attributed  to  the  communist 
system,  the  tendency  is  strong  to  connect  all  kinds  of  defense 
concepts,  which  look  unconventional,  with  communist  concepts. 

It  is  acknowledged  that  revolutionary  warfare  is  related  to  the 
communist  concept  of  wars  of  national  liberation.  We  know  that 
these  are  in  fact  concepts  of  physical  struggle  to  establish  a 
communist  regime  in  a  non-communist  country,  especially  directed 
to  the  non-communist  developing  countries.  However,  guerrilla  and 
unconventional  warfare  cannot  be  considered  as  a  monopoly  of 
communist  defense  thinking;  in  fact  guerrilla  warfare  dates  far 
back  to  history  when  the  communist  system  was  not  yet  known. 
The  existence  of  guerrilla  and  unconventional  methods  in  the 
territorial  defense  concept  is  a  product  of  Indonesian  military  or 
defense  thinking  and  has  thus  nothing  to  do  with  communist 
influences.  It  is  the  result  of  Indonesia's  independence  war  and 
a  logical  outcome  of  calculations  and  evaluations  of  relative 
opposing  strengths.  The  superiority  of  the  Dutch  forces  in  material, 
military  training  and  organization  provided  them  with  a  distinct 
advantage  in  conventional  warfare.  This  proved  to  be  true  in  the 
first  stages  of  the  independence  war  and  forced  the  freedom-fighters 
to  think  of  better  methods  to  compensate  their  weaknesses.  They 
found  the  answer  in  the  guerrilla  and  unconventional  warfare,  put 
this  answer  into  a  system  and  proved  that  this    answer  was  an 
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effective  method  to  cope  with  the  Dutch  problem  during  the  last 
stages  of  the  independence  war  in  1949.  Afterwards,  when  meeting 
problems  of  internal  disturbances  and  insurgencies,  the  territorial 
defense  concept  proved  its  effectiveness  again.  Among  the  insurgen- 
cies were  the  communist  efforts  to  take  over  the  government 
in  1965  which  failed,  because  of  the  unsuccessful  spreading  of  its 
political  influence  into  the  areas  outside  the  cities.  The  concept, 
however,  was  not  directed  against  communism,  but  against  all 
kinds  of  insurgencies.  That  has  been  the  case  with  the  Darul  Islam 
rebellion,  an  uprising  of  fanatical  Moslems  to  change  the  country 
into  a  Moslem  state,  which  was  defeated  after  a  long  and  dreary 
counter-insurgency  campaign  from  1950  to  1962. 

If  revolutionary  warfare  is  a  means  to  destroy  the  governing 
political  system  to  be  replaced  by  a  communist  regime,  the  territorial 
defense  concept  is  exactly  the  opposite;  it  is  a  guarantee  for  the 
existence  of  the  Republic  of  Indonesia.  Thus  revolutionary  warfare 
is  aggressive  in  nature,  while  the  territorial  defense  concept  is 
defensive  throughout.  Ultimately  the  concept  is  one  of  the  pillars 
to  safeguard  the  political  stability,  which  is  instrumental  to  the 
achievement  of  the  national  development  objectives,  namely  to 
overcome  poverty  and  backwardness. 


THE  NUCLEAR  CHALLENGE 


Hitherto  we  have  been  talking  about  the  value  of  territorial 
defense  to  meet  aggressions  with  conventional  means  and  to  cope 
with  subversions.  We  have  seen  that  against  both  of  these  challenges 
the  territorial  defense  concept  has  reasonable  chances  of  success. 
We  must,  however,  also  look  at  the  problems  caused  by  a  nuclear 
challenge.  A  nuclear  challenge  to  Indonesia  is  not  probable  in  the 
present  time  or  in  the  near  future,  but  there  is  always  a  possibility 
that  certain  countries  in  Asia  go  nuclear  and  improve  their  nuclear 
capabilities.  When  nuclear  powers,  either  the  already  existing 
ones  or  new  nuclear  powers  in  the  future,  have  conflicting  interests 
with  Indonesia,  it  is  not  entirely  impossible  that  they  are  going 
to  pursue  their  interests  by  the  use  of  nuclear  means  in  the  defense 
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fields.  These  nuclear  challenges  may  take  the  form  of  the  following 
method®: 

—  nuclear  blackmail, 

—  a  strategic  nuclear  offensive,' 

—  an  offensive  using  tactical  nuclear  weapon  systems. 

The  question  is  how  the  territorial  defense  concept  will  and  can 
respond  to  thes.3  challenges  and  whether  it  still  guarantees  the  best 
defense  concept  for  a  developing  country  like  Indonesia.'  The 
capability  to  withstand  nuclear  blackmail  depends  on  many  factors, 
but  the  overriding  factor  is  still  the  attitude  of  the  people  in 
meeting  the  dangers  of  a  nuclear  attack. 

Another  factor  is  the  knowledge,  whether  the  superpowers  will 
honour  their  obligations  stated  in  the  nuclear  non-proliferation 
treaty.  Although  required  to  guarantee  the  safety  of  non-nuclear 
nations  endangered  by  the  use  of  nuclear  weapons  it  is  still  doubtful 
whether  in  reality  the  superpowers  will  fulfil  this  promise.  In  reality 
the .  superpowers  are  evaluating  each  issue  according  to  their  own 
national  interests.  They  are  certainly  not  sacrificing  their 
own  safety  for  an  issue  that  does  not  affect  their  own  interests. 
Therefore  the  nuclear  guarantee  which  should  be  provided 
by  the  superpowers  as  mentioned  in  the  non-proliferation  treaty,  is 
one  thing  on  paper  but  quite  another  in  the  realities  of  international 
politics.  So  the  answer  to  nuclear  blackmail  depends  entirely  on  the 
challenged  nation  itself. 

A  united  and  determined  nation  is  not  likely  to  be  blackmailed, 
even  by  nuclear  means.  The  territorial  system,  in  this  connection, 
provides  an  opportunity  to  mobilize  the  people,  not  only  physically 
but  also  mentally.  How  far  this  capability  will  reach  to  defeat  the 
blackmail  would  depend  on  the  national  leadership,  namely  how  it. 
can  make  the  nation's  mobilization  effective,  how  it  can  use  it  to 
respond  to  the  blackmailing  opponent  and  so  on.  It  would  require 
a  very  effective  combination  of  national  and  international  polities, 
based  on  strong  determination  and  self-confidence;  If  the  opponent 
were  very  strongly  committed  to  the  conflicting  issue,  the 
possibility  would  arise  that  he  does  not  end  his  efforts  with 
blackmail  which  failed.  He  may  let  it  followed  by  a  nuclear  attack, 
if  he  possesses  a  strategic  nuclear  offensive  capability.  If  this  should 
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happen,  Indonesia  would  face  very  grave  problems  and  a  very  dark 
futuri  indeed'.  The  big  cities  would  certainly  be  wiped  out,  causing 
a  lot  of  human  losses  and  suffering.  The  enemy  may  start  with  one 
megaton-size  attack  at  the  capital  city  of  Jakarta  and  hope  that  the 
results  would  force  the  nation  and  trie  government  to  succumb. 
Or  he  may  attack  several  cities  on  the  main  islands  at  once,  in  order 
to  create  a  chac"?  and  consternation  on  a  wide  scale,  thereby  making 
a  surrender  Inevitable.  Actually  the  loss  of  cities,  as  has  happened 
in  3  ronventiofial  offensive  with  superior  material  means,  does  not 
irecessary  mean  the  total  losis  of  the  capabilities  to  resist.  And 
since  Indonesia  has  a  very  limited  number  of  million-size  cities, 
the  real  and  rational  effect  of  megaton-size  attacks  would  be  quite 
doubtful.  What  counts,  would  exactly  be  the  psychological  reactioii 
of  the  people  and  the  leadership  to  the  results  of  the  attacks.  If 
the  losses  could  be  minimized  by  timely  evacuation  of  the  cities' 
population  in  the  areas  around  them,  one  could  visualize  the 
possibility  that  the  determination  to  resist  would  not  be  decreasing 
or  weakening  considerably.  In  that  case  even  a  strategic  nuclear 
offensive  may  fail  to  force  a  nation  to  surrender.  However,  it  all 
would  depend  on  the  psychological  situation  of  the  people;  and  here 
again  the  territorial  system  would  provide  the  framework  to  reach 
the  people  at  large.  If  it  could  function  accordingly,  there  is  a  great 
possibility,  that  the  nation  would  not  need  to  succumb.  After  all, 
it  would  not  be  very  feasible  for  the  opponent  to  scatter  his  atomic 
bombs  all  over  the  territory,  without  any  clear  prospects  of  success 
at  the  same  time  creating  negative  world  opinion. 

In  case  of  an  aggression  to  the  Indonesian  territory  using 
nuclear  weapons  as  a  tactical  means,  the  problems  of  destruction 
and  suffering  would  become  larger.  There  would  be  no  military  targets 
for  the  enemy's  tactical  nuclear  forces,  because  the  method  of 
resistance  in  the  territorial  concept  is  to  disperse  and  look  for 
opportunities  to  strike  at  the  enemy's  weak  points.  Having  no 
military  targets  to  fight,  the  tactical  nuclear  forces  may  be 
employed  against  the  population.  Especially  the  frustration,  as  a 
consequence  of  fighting  guerrilla  forces,  may  easily  influence  the 
occupation  forces  to  use  all  kinds  of  weapons  including  their  nuclear 
weapons,  to  break  the  people's  resistance. 
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If  that  should  happen,  the  possibility  is  very  great  that 
millions  of  people  would  fall  victim  to  this  kind  of  annihilation, 
especially  at  the  densely  populated  island  of  Java.  These  actions, 
however,  would  not  necessarily  break  the  total  people's  resistance, 
because  of  the  dispersion  of  other  millions  of  people  on  other 
places  or  islands.  Furthermore  such  actions  would  be  no  prevention 
against  further  guerrilla  actions  against  lines  of  communication, 
weak  points  in  the  defense  framework  of  the  enemy,  etc.  The 
existence  of  nuclear  devices  with  the  enemy's  troops  may  even 
constitute  a  target  for  guerrilla  actions  with  dear  consequences 
for  the  occupying  forces.  And  also  here  one  may  make  a  calculation, 
that  the  use  of  nuclear  weapons  for  direct  extermination  of  millions 
of  people  would  not  go  unnoticed  by  the  world  at  large.  And  one 
may  hope  that  there  is  still  some  decency  to  stop  this  inhuman 
behaviour.  Millions  of  Indonesians  may  suffer  from  this  way  of 
trying  to  make  them  surrender,  however,  it  is  far  from  definite 
that  the  enemy  would  achieve  his  objectives. 

Thus  the  concept  of  territorial  defense  has  a  chance  to  face 
nuclear  challenges.  However,  the  toll  to  be  paid  would  be  very 
high  and  the  aftermath  would  certainly  continue  to  ask  for  new 
victims  as  an  indirect  result  of  nuclear  fall-out  and  so  on.  Therefore 
the  best  way  to  face  a  nuclear  challenge  is  to  prevent  a  nuclear 
attack;  and  this  the  concept  of  territorial  defense  cannot  provide. 
That  is  why  the  best  way  to  prevent  a  nuclear  challenge  is  to  become 
a  nation  with  advanced  technological  and  industrial  capabilities, 
which  is  a  goal  to  be  achieved  by  a  continuous  and  accelerated 
national  development. 

On  the  other  side,  it  is  to  be  hoped  that  nations  will  become 
less  aggressive  and  stop  cultivating  ambitions  to  dominate  the 
world  or  large  parts  of  it.  Resources  spent  on  producing  and 
maintaining  weapon  systems,  especially  the  very  expensive  nuclear 
weapon  systems  and  their  delivery  systems,  can  then  be  allocated 
to  more  positive  objectives  to  lessen  the  sufferings  of  large  parts 
of  Mankind.  The  widening  gap  in  prosperity  between  the  advanced 
and  developing  nations  may  be  regarded  as  one  of  the  objectives  to 
be  tackled  seriously;  however,  it  all  depends  on  the  insight  of  the 
advanced  nations. 
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CONCLUSION 


The  Indonesian  version  of  territorial  defense,  as  a  product 
of  the  Indonesian  struggle  for  independence  and  survival,  has  proved 
its  value  as  a  defense  concept  for  a  developing  nation.  Although 
as  a,n  industrially  and  technologically  backward  nation  Indonesia 
at  the  present  time  and  in  the  near  future  has  almost  no  capability 
to  produce  the  sophisticated  weapon  systems  required  to  establish 
a  modern  defense  system,  she  nevertheless  can  build  a  viable 
defense  capability  to  maintain  national  security.  Conventional 
attacks  by  ambitious  aggressors  would  meet  tough  and  tenacious 
resistance  of  the  people  in  unity  with  the  armed  forces,  causing  a 
large  amount  of  expenditures  and  human  losses  at  the  enemy  side 
with  no  clear  prospect  of  achieving  the  political  objectives  of  the 
offensive.  The  coverage  of  the  territorial  defense  is  also  an 
effective  answer  to  subversive  penetrations  and  eventual  uprisings 
or  other  internal  disturbances. 

For  Indonesia  as  a  developing  country  the  concept  of  territorial 
defense  constitutes  the  only  alternative  to  maintain  an  attitude 
of  self-reliance,  which  she  considers  the  right  posture  to  safeguard 
her  national  existence  in  the  long  run. 

Facing  a  nuclear  challenge,  the  territorial  defense  concept 
would  provide  some  basic  assets  to  mobilize  the  people  mentally 
and  psychologically;  it  cannot,  however,  prevent  a  nuclear  challenge 
itself.  The  territorial  defense  concept  and  the  communist  concept 
of  revolutionary  warfare  or  war  of  national  liberations  are  two 
totally  different  things,  although  both  recognize  the  values  of 
guerrilla  and  unconventional  warfare  under  certain  conditions. 

As  a  conclusion,  it  can  be  said  that  the  territorial  defense 
concept  provides  the  opportunities  and  the  stability  required  for 
an  accelerated  national  development.  Since  national  development 
constitutes  the  right  answer  for  solving  the  basic  national  problems, 
namely,  poverty  and  backwardness,  the  concept  plays  a  very 
important  though  indirect  role  in  shaping  the  future  of  the  nation. 
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A  LI  MOERTOPO 


This  discussion  will  limit  itself  to  the  strategic  aspects  and 
consequences  of  the  new  shifts  in  the  world's  energy  demand  and 
supply  situation.  It  is  generally  known  that  in  the  case  of  energy, 
especially  oil,  demand  and  supply  no  longer  follow  the  economic 
laws  hut  have  for  quite  a  long  time  now  become  a  politico-strategic 
matter  tending  to  undergo  pdliticallly-motivated  changes.  Yet  these 
changes  can  occur  only  within  a  very  limited  range  of  alternatives. 
One  of  the  reasons  for  this  is  energy's  geological  "incidence!"  i.e.  the 
fact  that  oil  is  to  he  found  in  only  certain  areas  of  the  world. 
Therefore  any  conclusion  to  be  made  about  this  problem  is  equally 
confined  to  only  a  few  strategic  territories.  Ais  far  as  is  known, 
60%  of  the  world's  oil  reserves1  are  still  to  be  found  in  the  Middle 
Bast  while  on  the  other  hand,  80%  of  world  oil  consumption  is 
concentrated  in  the  big  industrialized  countries:  America,  Western 
Europe  and  Japan. 

This  situation  will  continue  throughout  the  evolution  of  the 
world's  political  affairs  and  as  long  as  the  world  is  based  on  oil. 
In  the  future  the  economic-monetary  consequences  of  the 
accumulation  of  foreign  exchange  in  the  Middle  East  producer 
countries  without  the  latter  having  the  capacity  to  digest  all  this 
surplus  money,  is  apt  to  lead  to  political  implications  not  only 
for  the  relations  between  producer  and  consumer  countries  but  also 
for  the  political-economic  situation  in  the  whole  world.  The  new 
shifts  which  more  or  less  occurred  because  of  the  fear  of  an  "energy 
crisis"  constitute  a  real  problem  indeed  and  have  co-determined  the 
tenor  of  today's  international  political  dealings.  Generally  the  Middle 
East  has  become  a  permanent  datum  in  the  formulation  of  policies 
to  secure  and  safeguard  oil  supplies  to  the  industrialized  countries. 

. 
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Meanwhile  the  Soviet  Union  and  the  People's  Republic  of  China 
have  to  a  certain  extent  drawn  the  attention  of  the  industrialized 
countries  as  possible  alternatives  for  the  diversification  of  their 
sources  of  oil  supply  even  though  they  constitute  still  uncertain 
data.  The  two  communist  powers  in  turn  want  to  capitalize  on  thi3 
possibility  among  other  things  because  of  their  need  for  foreign 
capital  and  technology  which  they  hope  they  can  obtain  in  exchange 
for  their  sources  of  energy.  The  acts  of  rapprochement  with  the 
West  which  were  largely  political  in  nature  have  not  been  sufficient 
to  ensure  a  flow  of  capital  and  technology  from  the  West. 

A  strategy  within  such  a  limited  range  of  choices  aims  at 
securing  and  safeguarding  a  supply  of  oil  from  the  producer  to 
the  consumer  countries  in  increasing  and  continual  quantities.  lOn 
the  other  hand,  though  the  producer  countries  often  consider  the 
possibility  of  using  oil  as  a  "political  weapon",  their  choices  to  do 
so  are  not  very  numerous  either.  Admittedly  the  choices  open  to 
the  producer  countries  have  increased  in  the  past  few  years  such 
as  in  determining  the  price  and  conditions  of  concessions,  but 
there  are  various  other  factors  that  do  not  support  these  new 
gains  on  the  part  of  the  producer  countries.  For  the  time  being  the 
producer  countries  will  try  at  least  to  sell  at  the  highest  price  they 
can  get.  The  search  for  a  guaranteed  energy  supply  for  the  consumer 
countries  on  the  one  hand  and  the  effort  of  the  producer  countries  to 
sell  at  the  highest  possible  price  are  all  a  function  of  certain  political 
conditions  i.e.  the  relations  and  arrangements  between  the  consumer 
and  producer  countries  in  which  either  side  —  as  is  commonly  the 
case  in  international  politics  —  always  tries  to  gain  a  better 
"bargaining  position".  To  this  end  any  opportunity  —  in  any  form 
or  sphere  —  will  be  utilised  by  them. 

It  would  be  good  for  Indonesia  to  examine  this  problem  further. 
Being  an  oil  exporter  —  though  the  quantity  exported  is  relatively 
small,  Indonesia's  strategy  is  to  a  great  extent  determined  by 
shifts  in  global  terms.  Knowledge  about  how  strategy  in  this 
respect  functioned  in  the  past  and  how  it  will  be  conducted  in  the 
future  will  be  valuable  in  that  it  could  help  Indonesia  in  finding 
the  best  opportunities  for  herself.  No  sooner  have  oil  drilling  and 
distribution  activities  begun  then  political  dealings  around  oil 
follow  suit.  As  man  increasingly  recognizes  oil  as  a  vital  need,  the 
commodity  has    turned  from  an    economic  into  a  strategic  good. 
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All  this  had  its  beginning  in  the  forties  when  a  few  British  and 
American  companies  began  exploiting  oil  in  the  Middle  East.  At 
the  time  the  Middle  East  countries  had  no  power  whatever  and  all 
their  activities  were  subject  to  regulation  by  those  oil  companies. 
However,  the  subsequent  changes  that  took  place  in  the  Middle 
East  disrupted  the  old  stability  causing  the  United  States  to  increase 
her  interference.  This  was  done  not  only  to  protect  the  shares  of 
her  citizens  but  also  to  ensure  the  oil  supply  to  Western  Europe. 
When  the  Suez  war  ibroke  out  in  1956,  Britain  and  France  even 
sent  troops  to  the  Middle  East  to  ensure  continuity  of  their  oil 
supplies.  This  was  another  instance  of  the  concurrence  of  economic, 
political  and  military  interests. 

Gradually  the  Middle  East  countries  were  able  to  change  their 
positions.  Early  in  I960  with  the  establishment  of  OPEC  (Organiza- 
tion of  Petroleum  Exporting  Countries)!  the  oil!  producing  countries 
slowly  but  steadfastly  began  to  move  for  prices  and  arrangements 
that  were  more  advantageous  to  them.  The  international  companies 
thereby  began  to  have  their  options    reduced  but  application  of 
political  power  by  the  American  government  still  ensured  continuity 
of  supply  to  Western  Europe  and  Japan.  In  the  event  of  a  crisis 
the  United  States  even  declared  its  preparedness  to  supply  Western 
Europe  and  Japan.  But  this  situation  soon  changed.  Early  in  the 
seventies  the  United  States    began  to  see  that  in  the  future  she 
herself  would  toe  dependent  on  the  Middle  East  for  oil.  Her  oil 
production  and  reserves  no  longer  could  match  the  rapidly  increasing 
rate  of  her  own  domestic  requirements.  This  reality  totally  changed 
the  behaviour  of  the  industrialized  countries  in  their  strategy.  The 
energy  crisis  was  especially  vexing  to  the  United  States.  A  country 
which  thus  far  had  always  been  self -supporting  in  everything-  America 
now  wa3  facing  the  prospect  of  becoming    dependent  on  others. 
Furthermore  the  fact  that  the    Middle  East  was  the  only  likely 
source  of  oil  within  the  next  10  to  15  years,  caused  this  prospect  to 
be  fraught  with  many    uncertainties:    The  reason  for  these- un- 
certainties  lay   in  a  new  orientation  that    began  to  gain  ground 
internationally,   namely  one   that  •  advocated   the   avoidance  of 
employment  of    military    power  in  the    strategy  to  secure  and 
safeguard  oil  supply.  Viewed  from  this  standpoint  the  world  today 
faces  the  question:  is  the  concept  of  the  concurrence  of  economic, 
political  and  military  interests  always  a  valid  proposition  or  is  it 
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not  possible  to  find  another  formula  that  is  more  in  accordance 
with  mans  continually  growing  aspirations.  On  the  other  hand,  even 
America's  ensuring  her  oil  supply  through  conclusion  of  bilateral 
treaties  such  as  with  (Saudi  Arabia,  took  place  because  viewing 
herself  as  a  competitor  of  Western  Europe  and  Japan,  America 
had  no  other  choice  but  to  regulate  oil  supply  internationally.  Such 
an  international  regulation,  apart  from  being  intended  to  face  the 
OPEC,  is  also  aimed  at  preventing  a  conflict  among  the  industrialised 
countries  themselves.  At  present  the  industrialised  countries  are 
having  various  economic,  monetary  and  military  problems  with 
one  another  which  they  believe  can  be  settled  only  through  a 
multilateral  arrangement.  To  overcome  the  energy  problem,  for 
instance,  they  are  entertaining  the  idea  of  formulating  a,n  Atlantic- 
Japan  energy  policy.  One  of  their  joint  efforts  to  secure  and 
safeguard  their  oil  supply  is  optimum  diversification.  The  prospects 
of  this  effort  are  the  main  theme  of  this  article. 


THE  MIDDLE  EAST:    A    CERTAINTY  WITHIN  UNCERTAINTY 

In  examining  the  Middle  East  as  a  strategic  region  one  will 
come  upon  two  main  factors  that  justify  the  qualification  "a 
certainty  within  uncertainty".  The  first  factor  is  that  because  60 
percent  of  the  world's  known  oil  reserves  are  to  be  found  in  the 
Middle  East,  the  industrialised  countries  will  be  dependent  on  this 
region  for  oil  for  at  least  these  next  15  years.  The  second  factor 
is  that  because  in  the  Middle  East  there  are  certain  countries  that 
are  still  entertaining  the  idea  of  employing  oil  as  a  political  weapon 
in  facing  Israel  or  of  utilising  the  earnings  from  oil  to  arm 
themselves  to  fight  Israel,  the  industrialised  countries'  dependence 
on  Middle  East  oil  is  fraught  with  uncertainties. 

Until  ,now  there  has  been  no  co-iricidence  between  oil  and 
politics  in  the  Arab  cause  against  Israel.  In  their  conflict  with 
Israel  the  Arab  countries  themselves  distinguish  between  "front" 
countries  and  "behind-the-front"  countries.-  The  countries  counted 
as  being  "behind-the-front",  notably  those  located  along  the  Persian 
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Gulf,  are  the  biggest  oil  producers.  Of  the  estimated  367  billion 
barrels  of  oil  reserves  in  the  Middle  East,  Saudi  Arabia  accounts  for 
around  160  billion  barrels,  followed  by  Kuwait  with  78  and  Iran 
with  55  billion  barrels.  Among  these  Arab  countries  it  is  Saudi 
Arabia  and  Iran  that  have  declared  that  they  will  not  involve 
themselves  in  the  conflict  with  Israel,  much  less  let  their  oil  be 
used  as  a  political  weapon  in  the  fight  against  Israel. 

Saudi  Arabia  and  Iran  each  in  their  own  specific  ways  or 
through  the  OPEC,  are  trying  to  find  a  formula  under  which  they 
can  be  permanently  assured  of  access  to  the  oil  markets  in  Western 
Europe,  America  and  Japan.  These  two  Arab  countries  believe 
that  a  deterioration  of  relations  with  the  consumer  countries  only 
works  to  their  own  disadvantage.  The  United  States,  Western 
Europe  and  Japan  are  outlets  for  their  oil  where  they  can  get 
paid  in  convertible  foreign  currency.  iSaudi  Arabia  as  well  as 
Iran's  interests  are  best  served  where  they  can  earn  the  greatest 
amounts  of  foreign  exchange.  Saudi  Arabia  intends  to  use  these 
foreign  exchange  earnings  to  develop  and  expand  her  oil  industry 
while  Iran  needs  them  to  finance  her  burgeoning  development  effort. 

Meanwhile  the  Middle  East  has  also  seen  the  emergence  of 
extremist  movements  that  try  to  overthrow  "conservative"  govern- 
ments with  the  aim  of  gaining  control  over  the  oil  fields.  The 
PFLOAG  (People's  Front  for  the  Liberation  of  the  Occupied  Arab 
Gulf),  for  instance,  with  assistance  and  support  from  the  Soviet 
Union  and  People's  China  via  Aden,  is  employing  armed  force  to 
create  trouble  and  disorder  in  these  oil  producing  countries, 
however,  to  date  they  have  succeeded  i.n  penetrating  no  further  than 
Oman.  Another  movement,  the  NDFLOIOG  (National  Democratic 
Front  for  the  Liberation  of  Oman  and  the  Occupied  Gulf)  is  also 
building  up  armed  power  with  'Soviet  aid  and  trying  to  marshal 
extreme  left  elements  in  Kuwait,  Iraq  and  Bahrein. 

Apart  from  these  movements  there  is  Iraq,  a  relatively 
significant  oil  producer,  which  also  launches  activities  designed  to 
weaken  Iran.  Moscow's  support  for  Iraq  as  manifested  in  a  treaty 
signed  on  April  9,  1972,  encouraged  Iraq  to  nationalise  the  IPC 
(Iraq  Petroleum  Company)  in  June  1972.  By  this  measure  Iraq 
intended  to  give  a  "revolutionary"  example  to  the  other  Arab 
countries  :on  how  they  should  deal  with  the  West.  The  special  status 
granted  to  CFP     (Compagnie    Francais  de  Petroles)1,    as  openly 
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stated  by  the  Iraqis,  was  motivated  by  political  considerations. 
Relations  between  Iraq  and  Iran  have  for  a  long  time  been  going 
on  in  an  atmosphere  of  conflict  with  armed  skirmishes  occurring 
almost  every  month  on  their  borders.  Meanwhile  Iraq  has  been 
accused  of  conducting  subversive  activities  in  Iran.  In  military 
terms  Iran  is  the  strongest  country  in  this  part  of  the  Middle 
East  but  the  recurrence  of  security  disturbances  indicates  an  ever 
present  possibility  of  sudden  change. 

This  situation  is  the  reason  for  the  industrialised  countries, 
despite  the  fact  that  quantitatively  the  Middle  East  producer 
countries  are  capable  of  meeting  their  requirements,  always  trying 
to  find  new  sources  elsewhere.  They  do  so  to  minimize  the  need  to 
be  dependent  on  a  source  bedevilled  by  uncertainties. 


THE  SOVIET  UNION  AND  PEOPLE'S  CHINA  : 
AN  INTERESTING  UNCERTAINTY 

When  relations  between  the  United  States  and  the  Soviet  Union 
and  People's  China  began  to  move  toward  detente  and  the  prospect 
of  increased  trade,  one  of  the  possibilities  immediately  explored  by 
the  Americans  was  the  finding  of  new  energy  .  sources  for  the 
industrialised  nations  of  the  West.  Both  Japan  and  Western  Europe, 
either  for  political  reasons  or  prompted  by  their  need  for  energy, 
soon  followed  in  America's  footsteps. 

The  Soviet  Union  and  People's  China  on  their  part  gave  a  sign 
that  Western  capital  and  technology  would  be  welcomed.  They  even 
quite  clearly  indicated  their  preparedness  to  develop  and  utilise 
sources  of  energy  "jointlyl''  with  the  West.  The^  extended  hand  was 
eagerly,  grasped  by  the  United  States  and  Western';  Europe  .and.it 
now  appears  that  whatever  political  obstacles  to.  the  realisation. -of 
this  co-operation  still  exist,  will  be  .easily  overcome.  In.  fact- now -the 
obstacles  that  they  still  face- ate  mainly  technical  in  nature.- It -has 
been  different  with  Japan.  Though  Japan,  also,  badly  needs  these 
energy  sources  and,  because  of  the  shorter  distance,  had  found  th? 
offer  quite  attractive,  she  proves  to  be  facing  a  dilemma,  Japan,  who 
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is  known  as  an  aggressive  searcher  for  sources  of  energy  anywhere, 
finds  herself  at  a  cross-road  between  her  political-strategic  interests 
toward  the  Soviet  Union  on  the  one  hand  and  toward  People's  China 
on  the  other.  An  improvement  in  relations  with  the  Soviet  Union 
•beyond  a  certain  limit  —  e.g.  by  participating  in  the  development  of 
Siberia  —  would  damage  Japan's  relations  with  People's  China. 
Conversely  better  relations  with  China  would  have  repercussions  on 
her  relations  with  the  Soviet  Union. 

But  these  possibilities  continue  to  be  the  subject  of  speculations. 
Even  though  the  energy  sources  in  the  Soviet  Union  and  People's 
China  will  be  sufficient  to  meet  most  of  the  requirements  of  the 
Western  countries,  it  is  not  likely  that  these  two  countries  will  be 
able  to  compete  with  the  Middle  East  in  the  near  future. 

Admittedly  the  figures  published  by  the  Soviet  Union  on  energy 
sources  in  Siberia  are  quite  attractive.  It  is  estimated  that  87% 
of  the  Soviet  Union's  energy  and  fuel  reserves  are  located  in 
Siberia.  The  following  estimates  on  various  energy  reserves  were 
given : 

coal  :    6  billion  tons 

petroleum       :    more  than  in  the  Middle  East 

natural  gas     :    7,600  billion  cubic  meters  (biggest  reserve  in 
the  world) 

hydro  power   :    1.5  billion  kilowatts  of  electricity 

At  present  the  Soviet  economy  is  utilising  only  10%  of  the 
energy  sources  in  Siberia.  The  backbone  of  the  Soviet  economy  is 
still  coal  whereas  the  need  for  oil  can  still  not  be  met.  The 
estimates  did  not  cover  only  the  Soviet  Union's  domestic  requirements 
as  the  Soviet  Union  was  also  committed  to  supply  the  OOMECON 
countries,  among  other  things  for  strategic  purposes  i.e.  to  tie  Eastern 
Europe  to  the  Soviet  Union.  The  requirements  of  the  COMECON 
sountries  have  tripled  in  the  past  decade. 

The  Soviet  production  figures  in  the  energy  sector  for  1972  did 
not  show  encouraging  progress.  These  figures  were  given  as  follows: 
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655  million  tons  (2%  higher  than  in  1971) 
394  million  tons  (15  million  tons  below  the 
target    set    under    the    Soviet    Five- Year 
Development  Plan) 

221  billion  cubic  meters  (19  billion  below 
target) 

On  the  basis  of  these  figures  it  is  almost  certain  that  the  Soviet 
Union  will  not  be  able  to  launch  an  oil  export  offensive  except  if 
Western  capital  flows  in  large  amounts.  In  197.1  the  Soviet  Union 
even  was  forced  to  import  about  8  million  tons  of  oil  from  the 
Middle  East  while  she  has  been  assured  until  1975  of  an  additional 
2  million  tons  a  year  from  Iraq. 

To  develop  and  utilise  the  energy  resources  in  Siberia,  the  Soviet 
Union  would  have  to  depend  to  a  great  extent  on  Western  capital 
and  technology.  Technological  backwardness,  inefficient  management, 
as  well  as  distance  and  the  natural  conditions  of  Siberia,  cause  the 
Soviet  Union  to  face  the  problem  of  very  high  financial  costs.  Coal 
production  in  Siberia  is  twice  as  expensive  as  that  in  the  Western 
part  of  the  Soviet  Union.  In  Northern  Siberia  the  cost  could  even 
be  20  times  higher.  Moving  manpower  from  the  western  part  of 
the  country  to  Siberia  would  require  about  US$  15,000.00  per  man 
in  financial  expenditures  plus  US$  38,000  per  man  for  construction 
of  infrastructure  and  housing.  The  Soviet  Union  therefore  eagerly 
awaits  Japanese  commitment  to  the  building  of  an  oil  pipeline  from 
Tiumen  to  the  Eastern  coast,  a  project  that  would  cost  US$  5  billion. 
She  also  hopes  that  the  United  States  will  be  prepared  to  build  a 
gas  pipeline  from  Tiumen  to  Murmansk  at  an  estimated  cost  of 
US$  18  billion. 

As  the  Soviet  Union  is  trying  to  attract  capital  through  the 
energy  sector  at  :a  time  that  the  Western  world  is  worried  about 
an  impending  energy  crisis,  the  People's  Republic  of  China  is  showing 
indications  of  doing  the  same.  This  can  be  clearly  discerned  from 
the  revisions  that  have  been  made  during  the  past  18  months  to 
China's  Five  Year  Development  Plan.  Through  these  revisions 
development  of  the  oil  sector  and  oil  exports  are  to  be  given  special 
attention.  As  to  the  magnitude  of  China's  oil  reserves  there  is 
still  much  speculation.  The  Chinese  themselves  claim  they  have 


coal 

petroleum 
natural  gas 
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the  third  largest  reserves  of  oil  after  Saudi  Arabia  and  America. 
Another  estimate  puts  China's  oil  reservesi  :at  around  20  billion 
barrels  or  about  half  of  the  United  States'  known  reserves.  In 
general  China's  geographic  conditions  are  not  as  favourable  for 
oil  exploitation.  Chinese  oil  has  a  rather  low  sulphur  content,  namely 
between  0.2  and  0.5%,  but  it  contains  paraffin  while  the  quality  and 
capacity  of  her  oil  refineries  are  very  low.  China's  economy  is  also 
still  based  mainly  on  coal.  Nevertheless,  all  this  has  not  diminished 
the  interest  of  Japan  and  Western  Europe  to  further  explore  the 
possibilities  in  China.  This  was  evident  in  the  recent  Canton  Trade 
Fair.  This  is  so  for  no  other  reason  than  that  the  industrialised 
countries  have  come  to  regard  diversification  of  their  energy  sources 
as  an  absolute  need.  Compared  to  the  Soviet  Union,  China's 
capability  is  still  very  limited.  Official  figures  on  China's  production 
do  show  rapid  increases  but  the  amounts  produced  are  still  too  small 
to  offer  an  alternative  to  the  big  consumer  countries.  The  production 
figures  are: 

Production    1.4  million  metric 
tons 

4.5  million  metric 
tons 

6-8  million  metric 
tons 

26  million  metric 
tons 

40  million  metric 
tons 


Year  1957 
1960 
1964 
1971 

1972  (estimate) 


PROSPECTS  UNTIL  1985 

j 


The  prospects  for  1985  are  quite  calculable.  Changes  will  not  be 
too  drastic  and  if  they  occur,  will  involve: 

a.  a  continuing  increase  in  consumption  in  the  industrialised 
countries.  At  present  these  countries  consume  about 
80%  of  world  production  which  stands  at  about  43  million 
barrels  a  day.  In  1985  the  percentage  of  consumption  in 
relation  to  world  production  is  not  expected  to  have  changed 
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very  much,  while  production  is  estimated  to  reach  100  million 
barrels  a  day. 

ib.  The  Middle  East  will  remain  of  vital  and  even  increased 
importance  to  the  industrialised  countries.  America  will 
be  dependent  on  the  Middle  East  as  50%  of  her  requirements 
will  have  to  be  imported  from  outside.  The  Soviet  Union 
may  step  up  her  influence  in  the  Middle  East  to  gam 
access  to  oil  sources  outside  her  own  territory. 

c.    The  price  of  oil  will  continue  to  rise. 

On  the  basis  of  these  projections  Indonesia  can  expect  not  to 
encounter  any  hardship  in  marketing  her  oil.  The  rising  trend  of 
oil  prices  on  world  markets  will  help  to  increase  her  foreign 
exchange  earnings  in  line  with  the  increasing  financial  demands  of 
her  development  program. 

Changes  will  perhaps  take  place  in  the  way  the  nations  of  the 
world  settle  their  energy  problems  in  political  terms.  The  scene  of 
their  maneuverings  at  least  will  be  shifted  to  the  conference  room. 
The  establishment  of  OPEC  on  the  one  hand  and  the  cooperation 
among  the  industrialised  countries  in  regulating  demand  for  oil  on 
the  other  are  one  step  represent  one  further  step  toward  the 
acceptance  of  negotiations  as  the  best  way  to  settle  problems 
between  the  producer  and  consumer  countries.  In  this  new  era  the 
emerging  desire  for  peaceful  settlement  of  disputes  will  be  tested. 
History  will  ultimately  prove  that  it  is  the  best  way,  but  as  long  as 
there  is  no  "mutual  interdependence"  between  the  consumer  and 
producer  countries,  this  mechanism  will  not  function  smoothly.  In 
that  case  it  is  hard  to  imagine  that  these  conflicts  will  not  turn 
into  armed  conflicts. 
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AND  THE  DEVELOPMENT  OF 
THE  YOUNGER  GENERATION 

TB.  BACHTIAR  RIFAI 


EDUCATIONAL  EXPLOSION 

Education  is  concurrently  a  means  and  an  end.  As  a  means,  it 
is  universally  agreed  that  education  can  bring  about  social  recon- 
struction, particularly  modernization  and  development.  The  role 
of  education  is  also  tooth  conservative  and  constructive:  on  the  one 
hand  it  can  keep  alive  traditions  which  are  good  and  useful,  and 
on  the  other  it  can  prepare  the  way  for  a  new  future. 

Education  also  includes  certain  dimensions  of  consumption  and 
investment:  the  consumption  element  includes  among  other  things  the 
humanistic  aspect  of  attaining  the  means  necessary  to  achieve  a. 
fuller  and  happier  life;  the  investment  dimension  includes  becoming 
better  citizens,  obtaining  better  employment,  and  contributing  more 
effectively  to  the  common  welfare  of  society. 

Concerning  the  role  of  education,  a  society  may  in  essence 
choose  among  the  following  alternatives:1 

(1)  To  maintain  or  to  increase   the    existing    confusion,  which  is 
termed  by  John  Dewey  "the  blind  policy":  "the  easiest  thing  is 


•)  Slightly  revised  translation  of  a  working  paper  presented  at  the 
National  Seminar  on  the  Development  of  the  Indonesian  Younger 
Generation  at  Bulungan  Youth  Centre,  Jakarta,  September  1972. 

1 )  John  W.  Hanson  and  Cole  S.  Brembeck,  Education  and  the 
Development  of  Nations,  Holt,  Rhinehart  and  Winston  Inc.,  1966,  see 
especially  Chapter  4:  "Renewal  Through  Education",  pp.  100  —  115. 
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to  refrain  from  fundamental  thinking  and  let  things  go  on 
drifting"! 

(2)  To  take  a  conservative  stance  and  make  of  the  school  a  force 
for  upholding  the  existing  order  in  the  ipresence  of  new  forces. 

(3)  To  employ  the  new  forces  of  knowledge,  technology,  and  culture 
to  bring  about  the  changes  necessary  to  move  toward  a  new 
social  order. 

Many  countries  at  present  are  choosing  the  third  alternative 
and  within  the  framework  of  this  choice,  the  function  of  education 
Which  is  both  "person-centered"  and  "society-centered",  generally 
comprises  the  following: 

(i)  personal  development  and  personality  formation; 

(ii)  cultural  transmission; 
(hi)     social  integration; 

(iv)  innovation ; 

(v)  pre-election  and  pre-allocation  of  labor  force. 

However,  in  carrying  out  this  function,  the  educational  world 
is  not  free  from  various  kinds  of  constraints  and  limitations,  which 
according  to  Phlip  H.  Coombs  are  caused  by  the  historical 
conjunction  of  five  factors  of  educational  crisis:1  The  student  flood 
(released  by  an  explosion  of  human  expectations,  enlarged  by  a 
population  explosion) ;  acute  scarcities  of  financial,  material  and 
human  resources;  rising  cost  of  education  per  student;  lack  of 
relevance  or  suitability  of  the  educational  output;  inertia  and 
inefficiency  of  the  educational  system  and  administration. 

These  factors  influence  the  emergence  of  what  is  known  as  the 
paradox  of  education:  on  the  one  hand,  education  is  regarded  as 
the  initiator  of  scientific  and  technological  development,  while  on 
the  other,  education  is  always  lagging  behind  the  swiftly  moving 
development  in  the  field  of  science  and  technology:  on  one  hand, 
education  is  regarded  as  an  agent  of  change,  but  on  the  other  there 

i)  Tt>.  Baohtiar  Rifai  (Indonesian  title),  Educational  Reform  in  Indonesia, 
paper  presented  at  the  Taman  Sisiwa  Congress  in  Yogyakarta,  17  —  23 
December  1971,  Directorate  General  of  Education,  December  1971. 
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is  a  lag  in  the  adaptation  of  education  to  the  ever  changing  needs 
of  society. 

The  educational  crisis  in  Asia,  according  to  Carlos  P.  Romulo1, 
has  two  major  aspects:  (i)  the  input  to  the  educational  systems'  of 
most  Asian  countries  came  predominantly  from  outside  Asia, 
particularly  from  the  former  colonial  powers,  which  in  transplanting 
the  form  and  substance  of  western  educational  systems  into  Asian 
countries,  sowed  the  seed  of  a  dysfunctional  situation  in  contemporary 
Asian  society;  (ii)  Asian  societies  face  universal  problems  of 
modernization,  urbanization  and  industrialization. 

From  these  remarks  it  can  be  said  that  the  educational  crisis 
in  Asia  has  two  dimensions,  namely,  that  there  'are  exterior 
influences  and  that  there  are  dynamic  forces  from  within  Asian 
society  and  culture  which  may  provide  an  answer  to  these  external 
influences. 

In  this  connection  the  concept  of  educational  explosion  with  its 
three  kinds  of  explosions  has  become  popular: 

(1)  Quantitative  explosion,  namely  the  explosive  increase  in  population, 
the  increase  in  numbers  of  those  who  wish  to  enter  schools  and 
the  increase  in  cost. 

(2.)/  Explosion  in  aspirations  and  hopes  of  the  ordinary  person  who  is 
looking  for  economic  development  and  social  transformation. 

(3)  Explosion  in  lime:  many  Asian  countries  which  formerly  paid 
scant  attention  to  the  passage  of  time,  have  now  become  acutely 
aware  of  the  race  with  time  in  order  to  make  up  for  several 
kinds  of  backwardness. 

In  order  to  cope  with  these  three  kinds  of  explosion,  a  solution 
must  be  formulated  which  will  rejuvenate  and  adapt  traditional 
values  to  the  modernization  process,  and  for  this  reason  education 
in  most  Asian  countries  is  being  reformulated  along  the  following 
lines: 

(1)  Education  must  be  able  to  make  a  contribution  to  national 
development  and  to  create  jobs  :  a  job-oriented  education  or  a  kind 

1)  Carlos  P.  Rom/ulo,  Philip  H.  Coomlbs,  The  World  Educational  Crisis. 
A  Systems  Analysis.  Oxford  University  Press,  1968.  ''Symposium  on 
Asian  Education",  in  Essays  on  World  Education:  The  Crisis  of  Supply 
and  Demand,  ed.  by  George  Z.F.  BerceHay,  Oxford  University  Press. 
1969,  pp.  244  —  263. 
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of  career  education  will  present  challenges  towards  the  solution  of 
problems,  such  as  the  form  of  general  education  required,  its 
relationship  to  vocational  training  and  on-the-job  training,  the 
place  of  non-formal  education,  etc. 

(2)  Asia  is  more  and  more  conscious  of  the  social  aim  of  education: 
social  integration,  breaking  up  of  the  hierarchical  structure, 
uniting  societies  and  regions  into  one  nation,  etc. 

In  coping  with  the  educational  explosion,  the  Indonesian 
government  is  taking  preparatory  steps  toward: 

(i)  a  system  of  Education  for  Development  with  the  Development 
'School  as  its  manifestation  in  the  field  of  formal  education,  and 
which  is  being  tried  out  by  eight  pilot  projects  in  Java,  West 
Sumatra  and  South  Sulawesi ; 

(ii)  promotion  of  the  participation  of  society  in  the  educational 
process,  which  is  essentially  a  life-long  education,  comprising 
attitudes,  operational  programs  and  budgeting. 

The  implementation  and  output  of  this  formal  education,  as 
a  process  of  transformation  of  the  younger  generation,  is  certainly 
influenced  by  the  so-called  instrumental  input  like  the  curriculum, 
teaching,  non-teaching  and  administrative  staff,  educational  infra- 
structure and  facilities,  as  well  as  the  environmental  input  such 
as  the  conditions  of  the  population,  socio-culture,  politics,  security 
and  economy. 

An  imbalance  in  growth  may  well  result  in  a  dilemma,  even 
in  a  disaster,  such  as  may  be  found  in  certain  other  countries: 

(1)  Whenever  education  increases  at  a  more  rapid  rate  than  the 
GNP,  then  this  must  finally  slow  down  the  process  of 
educational  growth  until  it  can  be  matched  by  economic  growth. 

(2)  When  educational  institutions  produce  more  graduates  at  ?- 
faster  rate  than  the  capacity  of  the  economic  sector  to  provide 
job  opportunities  for  these  graduates,  the  unemployment  among 
the  educated  will  increase. 

(3)  Whenever  the  school-age  population  increases  more  rapidly 
than  the  absorptive  capacity  of  the  educational  sector,  then 
if  there  were  not  to  be  a  lowering  of  the  rate  of  educational 
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participation,  the  school  will  be  overcrowded  with  an  ever 
degrading  quality  of  education. 

In  referring  to  the  rate  of  participation,  it  may  be  added  here 
that  the  industrial  nations  of  Europe  have  already  achieved  economic 
growth  with  a  low  rate  of  educational  participation  over  the  level 
of  basic  education.  However,  more  recently  in  the  United  States,  the 
Soviet  Union  and  Japan,  a  high  rate  of  educational  participation 
has  already  played  a  large  role  in  achieving  a  high  standard  of 
economic  and  technological  development. 


THE  PROCESS  OF  MATURING  THROUGH  LEADERSHIP 


The  problem  of  the  younger  generation  is  not  primarily  that 
of  the  peripheral  phenomena  of  juvenile  delinquency  or  aggressivity 
of  the  young  ipeople  which  we  frequently  hear  of  or  witness 
ourselves.  Such  a  conclusion  is  equally  as  ridiculous  as  deducing 
that  there  is  -a  iproblem  of  the  older  generation  merely  because 
the  prisons  are  fully  occupied  by  adults  ! 

The  problem  of  juvenile  delinquency  or  crime  is  undoubtedly  an 
important  one  to  be  tackled,  but  to  generalize  from  these  facts  for  all 
young  people  is  not  only  unfair  to  them  but  is  also  a  mere  excuse 
on  the  part  of  those  responsible  members  of  the  older  generation 
who  have  failed  to  analyze  the  reasons  for  this  phenomenon  and 
to  synthesize  it  into  an  organic  whole. 

The  youth  problem  becomes  a  problem  because  it  is  inherent 
in  the  process  of  maturing  in  a  space  and  time  which  is  quickly 
evolving.  If  the  older  generation  persists  in  its  static  attitude  within 
a  dynamic  world,  then  we  run  the  overwhelming  risk  of  going 
against  the  truth  of  the  Latin  proverb  "'Omnia  mutantur,  nos  et 
mutamur  in  illis":  all  things  are  changing,  and  we  are  changing 
with  them.  On  the  other  hand,  let  us  not  be  carried  away  to  the 
opposite  extreme  of  passively  agreeing  to  all  that  is  demanded  by 
these  changes,  but  actively  and  with  prudence  we  must  distinguish 
between  "subjective  wish"  and  "objective  need!"  ! 
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In  discussing  the  youth  problem,  Paul  Goodman1  urges  that 
we  take  the  younger  generation  seriously,  because  without  this 
change  in  our  attitude  it  is  not  possible  that  the  problem  of  the 
younger  generation  can  be  solved.  It  is  difficult  for  the  younger 
generation  to  mature  if  the  facts  around  them  are  considered  as 
non  existent. 

For  that  reason  it  is  difficult  for  them  to  converse,  to  be 
understood,  to  make  a  bridge  to  society,  in  short,  "to  be  taken 
seriously". 

Furthermore,  Jonathan  Kozol2  outlines  the  destructive  effects 
which  can  be  brought  about  in  children  because  of  the  lack  of  schools 
and  the  lack  of  balance  in  the  school  system. 

Ivan  Illich3,:  who  has  been  given  the  name  of  today's  most 
controversial  educational  revolutionary,  has  already  brought  sharply 
into  focus  the  definition  of  a  school  as  the  age-specific,  teacher- 
related  process  requiring  fulltime  attendance  at  an  obligatory 
curriculllam.  Schools  group  children  according  to  age,  a  grouping 
based  on  three  presuppositions  which  according  to  Illich  have  never 
been  challenged:  (i)  children  certainly  must  go  to  school;  (ii) 
children  learn  at  school;  (iii)  children  can  be  taught  at  school. 
Furthermore,  the  school  is  an  institution  which  has  been  established 
in  accordance  with  the  axiom  that  "learning  is  the  result  of 
teaching".  The  validity  of  these  three  presuppositions  as  well  as 
this  last  axiom  are  seriously  called  into  question  by  Ivan  Illich. 
In  the  same  way  he  sharply  criticizes  the  hypothesis  that  the 
teacher  is  a  "custodian-preacher-therapist". 

In  the  process  of  helping  young  people  to  mature,  the  older 
generation  very  often  act  from  the  accepted  principle  of  "spoon 
feeding"  rather  than  the  principle  of  "helping  young  people  to  help 
themselves".  In  this  way  it  is  domination  rather  than  leadership 
which  is  being  exercised,  which  on  the  one  hand  can  give  rise  to 
unnecessary  frictions  between  generations  and  on  the  other  may 
produce  a  generation  of  eternal  dependence.  We  should  try  to  avoid 

•])  Paul  Goodman,  "Being  Taken  Seriously"  in  Education  and  tJie  Urban 
Crisis,  ed.  by  Roger  R.  Woock,  International  Textbook  Company, 
Scran  ton,  Pennsylvania,  1970,    pp.  103—111. 

-)     Jonathan  Kozol,  "Fourth  Gnade"  in  Education  and  the  Urban  Crisis, 

op.  cit,  pp.  140  —  148: 
:|)     Ivan  Illich,  Deschooling  Society,  Harrow  Books,  Harper  and  Row 

Publisher,  1972,  pp.  37  —  48. 
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the  realization  of  that  classical  humour  that  a  camel  was  created 
from  a  donkey  toy  a   certain  committee  ! 

One  among  the  many  definitions  of  leadership  which  may  toe 
relevant  for  our  present  purpose  is  as  follows:  "Leadership  is  a 
process  of  mutual  stimulation,  which  toy  successful  interplay  of 
relevant  individual  differences,  controls  human  energy  in  pursuit 
of  a  common  causa"1.  This  definition,  besides  toeing  a  clear  statement, 
also  indicates  the  necessity  of  a  common  goal,  and  stresses  the 
two-way  traffic  which  must  exist  toetween  leaders  and  those  led. 

Therefore,  it  is  necessary  to  find  a  pattern,  manner,  form  and 
time  for  this  smooth  communication  toetween  those  who  are  guiding 
and  those  who  are  guided  throughout  the  maturing  process  of  the 
younger  generation,  within  the  family,  the  school  and  the  society. 
Those  we  are  educating  are  formed  toy  the  school  and  the  environ- 
mental forces  of  the  family  and  the  society.  And  within  the 
framework  of  forming  a  healthy  internal  and  external  group 
dynamic,  it  is  not  necessary  that  those  in  charge  always  act  as 
the  dominant  person,  standard  setters,  or  opinion  givers,  tout  often 
he  must  toecome  an  encourager,  compromiser  or  opinion  seeker.  On 
the  other  hand,  those  toeing  guided,  need  not  always  toe  in  the 
extreme  position  of  follower,  nor  in  the  other  extreme  as  disagreer, 
blocker  or  aggressor,  tout  often  must  learn  to  toe  as  well  a  harmonizer, 
energizer  or  initiator. 

To  return  for  a  moment  to  Ivan  Illich's  statement,  the  present 
dichotomy  toetween  an  adult  society  which  pretends  to  toe  "humane" 
and  a  school  environment  which  scorns  reality,  cannot  toe  maintained 
much  longer. 


SELECTED  CASES  OF  OPERATIONAL  APPLICATION 

It  has  been  attempted  in  the  preceding  paragraphs  to  explain 
that  in  the  development  of  the  younger  generation,  education  must 
be  functionally  related  to  life  and  this  includes  education  in  the 

i)     George  M.  Beal,  Joe  M.  Bohlen  and  J.  Nail  Raudalbough,  Leadership 
and  Dynamic  Group  Action,  The  Iowa  State  University  Press,  1965. 
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family,  at  school  and  in  society.  All  educators  must  make  real  and 
relevant  efforts  to  stimulate  those  in  their  care  at  all  levels  to 
know  their  place,  duties,  and  responsibilities  toward  the  present  and 
the  future,  toward  themselves  and  their  environment,  both  socially 
and  transcendentally,  and  to  be  able  to  give  thanks  to  God,  the 
Almighty. 

How  ideal  it  would  be  if  efforts  could  be  made  through  a 
correct  operational  process  and  through  good  leadership,  that  both 
those  forming  and  those  being  formed  realize  the  Tridharma  (three 
duties)  of  Prince  iSambernyawa  of  Sala  (Central  Java) :  to  feel 
a  sense  of  belonging,  to  feel  committed  to  join  in  the  common  care 
and  responsibility,  to  dare  to  discipline  oneself  in  exercising 
introspection. 

In  the  United  States,  for  example,  a  system  of  "extension 
education"1  has  long  been  known,  which  is  an  out-of -school  education 
based  on  the  principle  of  learning  by  doing,  using  the  approach  of 
helping  society  so  that  people  can  help  themselves,  so  as  to  bring 
about  changes  in  people's  behaviour,  particularly  changes 
concerning:  (i)  what  is  known:  knowledge;  (ii)  what  is  thought: 
attitudes;  (iii)  what  can  be  done:  skills;  (iv)  what  is  actually  done: 
motivation. 

If  these  things  are  applied  to  youth  development  in  rural  areas 
(about  two  thirds  of  the  world  population  live  in  rural  areas),  then 
what  has  long  been  known  as  the  4-H  movement  might  be  useful. 
The  instinctive  "gang  spirit"  which  exists  among  most  young  people 
is  channeled  through  games  and  productive  activities.  The  pledge  of 
the  4-H  club  is  characteristic  in  that  respect; 
•"I  pledge  my  Health  to  better  living, 
my  Hands  to  larger  iservice, 
my  Heart  to  greater  loyalty, 
my  Head  to  clearer  thinking 
for  my  Club,  my  Community  and  my  Country"2. 

1)  Tb.  Bachtiar  Rifai,  "Extension  Education  Campaign:  a  challenge  for 
Students  of  Teachers  Training  Institutions  (IKIP)".  Recommendation 
to  the  Fourth  Joint  Executive  Plenary  Session  of  the  IKIP  Bandung- 
Student  Council,  given  at  Sukabuimi  on  27  April  1971.  Directorate 
Genenal  of  Education,  April  1971. 

2)  This  same  principle  was  applied  in  Indonesia  in  the  period  before  the 
Fnamuka  (Revised  S.cout)  movement  and  was  known  by  the  name  of 
the  4-K  Rural  Youth  Movement,  whose  en'-ignia  was  a  flowering 
coconut  and  which  was  guided  particularly  by  the  Agricultural 
Extension  Service. 
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The  younger  generation  shares  the  same  problems  which  face 
the  society  as  a  whole.  For  that  reason,  any  solution  to  the  problem 
of  the  younger  generation  should  have  a  firm  intersectoral  basic  and 
an  interdisciplinary  approach. 

UNESCIO  has  also  given  much  attention  to  the  problem  of  the 
younger  generation  and  both  encourages  and  engages  in  research 
and  development  such  as  the  following: 

a.  Research:  to  understand  more  deeply  the  problems  and  attitudes 
of  young  people,  to  facilitate  the  best  possible  communication 
among  and  with  young  people; 

b.  Development:  scholarly  creativity  in  thought  and  deed  of  the 
young  people;  the  contribution  of  the  cultural  creation  of  the 
younger  generation  and  its  integration  within  the  socio-cultural 
environment;  activities  to  promote  the  participation  of  the  young 
people  in  development. 

In  several  regions  of  Indonesia  many  creative  and  effective 
results  have  been  achieved  in  the  development  of  the  younger 
generation. 

Bupati  Ismail,  Head  of  the  Jombang  Regency  has,  for  example, 
succeeded  in  synchronizing  '"school-scout  movement-cooperatives'"  in 
accordance  with  the  principle  of  "learn  to  earn"  through  projects 
which  are  innovative,  and  yet  very  realistic,  while  at  the  same  time 
reducing  the  problem  of  the  excess  of  school  drop-outs. 

Also  in  the  "Provincial  Papers1"1  which  provide  the  matter  and 
reports  from  the  Provincial  Regions  for  this  National  Seminar,  there 
are  many  cases  which  attract  our  attention.  Very  interesting,  for 
example,  are  the  working  papers  of  East  Java  which  set  forth  as 
the  results  of  research  analysis,  several  major  problems  connected 
with  the  life  of  the  younger  generation : 

a.  the  function  of  the  family  is  alarmingly  decreasing  and  family 
life  has  become  more  and  more  unstable ; 

l)  National  Coordinating  Committee  for  Child  and  Family  Welfare; 
Provincial  Papers,  Book  I  (Sumiatera) ;  Book  II  (Java  and  Bali); 
Book  III  (Kalimantan.  West  and  East  Nufia  Tenggara) ;  Book  IV 
(Sulawesi,  Moluccas,  West  Irian),  Jakarta,  1972. 
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b.  opportunities  for  schooling  and  the  development  of  skills  are 
deficient; 

c.  job  opportunities  are  not  sufficient; 

d.  there  is  a  threatening  danger  of  offense  and  criminality. 

In  reference  to  this  last  point  it  is  interesting  to  note  the 
observation  in  East  lava  that  juvenile  delinquency,  although  limited 
to  the  cities  and  although  not  yet  widespread,  is  on  the  increase, 
both  as  to  frequency  and  to  the  seriousness  of  offenses,  and  that 
most  of  these  occur  because  of  social  rather  than  economic  reasons: 
the  offenders  are  usually  from  families  of  relatively  sound  economic 
status !  Thus  East  Java  bases  the  possibilities  of  solving  the  problems 
of  the  younger  generation  on  such  an  analysis  and  observation. 

In  this  connection,  if  we  recall  the  decreasing  function  and  role 
of  the  family  in  the  development  of  the  younger  generation,  then 
the  steps  undertaken  by  East  Java  seem  logical,  namely  to  broaden 
the  formative  role  of  the  Home  Economics  or  Family  Welfare 
Education1.  Not  to  mention  if  and  when  there  is  no  parental 
supervision  at  all  in  the  home,  whereas  even  when  there  is  control, 
the  young  people  strive  to  avoid  it  ""'away  from  home,  freedom  is 
maximized" ! 

A  sociological  analysis  of  collective  behaviour  states: 
"Adolescent  and  young  adult  students  are  potentially  the  most 
volatile  elements  in  the  system;  they  have  little  to  lose  and  can 
often  find  shelter  in  culturally-supported  forgiveness  of  youthful 
misconduct.  Youth  is  often  a  period  of  moratorium,  and  life  at  school 
is  for  many  the  first  release  from  parental  control"2. 

Not  only  in  formal  education,  but  also  in  non-formal  education, 
positive  steps  are  planned. 

Concerning  the  campaign  against  illiteracy,  according  to  the 
provisional  sensus  of  1971,  in  Indonesia  of  the  84.4  million  people  of 
age  ten  or  over,  there  are  still  40%  or  32.2  million  persons  who 

l)  By  decision  of  the  Minister  of  Basic  Education  and  Culture,  dated 
28  August  1961,  No.  27/1961,  a  committee  was  formed  to  set  up  a 
curriculum  for  Home  Economics  Education,  whose  members  were 
/  reconfirmed  or  changed  by  decision  of  the  Minister  of  Basic  Education 
•and  Culture,  dated  17  May  1962.  The  Committee  recommended  what 
has  since  been  known  as  the  "ten  aspects  of  family  life". 

-)  Leonard  Broom  and  Philip  Selnfock,  Sociology,  4th  edition;  Maruzen 
Asian  edition,  1968,  p.  367. 
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are  illiterate.  Components  constituting  illiterates  in  Indonesia  are  as 
follows : 

1.  About  40%  of  the  population  is  ten  years  or  younger; 

2.  Drop-outs  from  the  first  two  classes  of  elementary  school  are 
about  25  —  30%  of  the  total  number  of  children  who  enter  the 
first  grade  of  elementary  school. 

3.  Children  who  have  no  opportunity  at  all  to  attend  an  elementary 
or  similar  school  number  about  34%  of  all  primary  school-age 
children.  (In  1971  they  numbered  7.8  million  of  the  22.9  million 
children  between  the  ages  of  7  —  13  years)'. 

The  traditional  campaign  against  illiteracy  which  was  of  a 
quantitatively  massal  and  superficial  character,  has  many 
weaknesses,  among  others,  that  many  who  learned  how  to  read  and 
write  lapsed  into  illiteracy  again  because  of  a  lack  of  follow-up.  To 
replace  this  traditional  approach  there  has  been  a  campaign  of 
functional  literacy,  which  is  quantitatively  selective  and  deep,  which 
closely  relates  the  teaching  of  reading,  writing  and  arithmetic  to 

skills  and  vocation  as  an  integraton  of  non-formal  education  toward 
development. 

Concerning  those  children  who  have  no  opportunity  to  go  to 
school,  it  would  seem  to  be  our  common  task  to  lessen  and  eventually 
do  away  with  this  category,  for  example  ais  a  first  step  to  organize 
groups  of  voluntary  teachers  (young  people  and  adults)  in  each 
neighborhood  sector.  Concerning  the  fate  of  this  category,  whether 
or  not  we  like  it,  we  should  be  reminded  of  the  wise  words:  "The 
lost  leaders  of  tomorrow  are  the  bright  and  ambitious  youngsters  of 
today  who,  by  accident  of  birth  and  place,  are  deprived  of  access  to 
the  stuff  of  learning  in  any  digestible  form"! 
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MINERAL  RESOURCES  1  >EV EX.OPM ENT 
IN  INDONESIA 


1.  Until  a  few  years  ago  Indonesia  was  one  of  the  least  explored 
countries  in  the  world  in  respect  of  its  mineral  wealth.  Although 
there  has  always  been  a  great  interest  in  Indonesia's  mineral 
development  potential,  economic  and  political  conditions  in  the 
past  were  not  conducive  for  private  undertakings  —  especially 
for  such  risky  ventures  as  mineral  exploration  and  mining. 

2.  Like  many  other  developing  countries,  Indonesia's  main  problem 
in  assessing  and  developing  its  natural  resources  is  lack  of 
national  capital  and  domestic  .saving.  With  the  great  political 
change  in  1966  the  need  to  allow  foreign  capital  to  participate 
in  the  development  of  Indonesia's  mineral  resources  was 
immediately  recognized,  and  the  promulgation  of  the  new 
Mining  Law  and  the  Law  on  Foreign  Capital  Investment  in  1967 
gave  the  necessary  impetus  to  mineral  exploration  in  this 
country. 

3.  Through  international  tenders  the  Government  solicited  private 
companies  to  undertake  large  scale  exploration  for  oil  and  other 
minerals  in  various  parts  of  the  country.  A  most  unusual  concept 
launched  by  the  Government  within  the  context  of  these  tenders 
was  the  opening  up  of  vast  tracks  of  potential  mineral  bearing 
land  and  offshore  areas. 

4.  Today,  in  step  with  the  steadily  improving  economic  conditions 
in  general,  Indonesia's  mineral  industry  has  reached  the  "take- 
off" stage,  and  prospects  for  further  development  -are  indeed 
very  bright.  Production  of  crude  oil  and  other  main  minerals 
increased  steadily  (see  Annex  I)  while  exploration  activities 
continued  to  expand  in  almost  every  part  of  the  country. 
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Minerals  constitute  an  important  foreign  exchange  resource  for 
the  materialization  of  Indonesia's  current  development  plan. 
Revenues  generated  from  the  export  of  mineral  commodities 
showed  substantial  increases  in  the  last  three  years,  i.e.  from 
UiS$  512.5  million  in  1970,  to  US$  667.4  million  in  1971  and 
US$  1,060.4  million  in  1972;  these  figures  represent  44.5%,  53.6% 
and  59.7%  of  the  country's  total  export  earning  for  the  years 
1970,  1971  and  1972  respectively  (see  Annex  II). 

Petroleum  is  not  only  the  most  important  among  Indonesia's 
mineral  production  today,  but  it  also  constitutes  the  country's 
foremost  export  commodity.  Crude  oil  production  has  increased 
from  186,230,660  barrels  in  1967  to  395^80,826  barrels  in  1972 , 
i.e.  an  increase  of  about  112  percent.  Beside  oil,  Indonesia's 
traditional  mineral  export  includes  tin,  nickel  ore  and  bauxite; 
since  1971  Indonesia  started  to  export  iron  concentrate,  while 
export  of  copper  concentrate  was  initiated  at  the  end  of  1972. 

Petroleum  survey  and  exploration  activities  until  the  end  of 
1972  have  covered  approximately  8.5%  of  the  onshore  and  37% 
of  the  shallower  parts  of  the  offshore  areas  in  the  archipelago. 
The  total  extent  of  prospective  area  with  sedimentary  cover  is 
estimated  at  5.1  million  sq.  km,  of  which  1.7  million  sq.  km 
(or  35.2%);  is  located  onshore  and  3.4  million  sq.  km 
(or  64.5%)  offshore.  Survey  and  explorations  for  nickel, 
bauxite,  tin,  base  metals,  etc.  covers  at  present  approximately 
700.000  sq.  km  or  about  36%  of  the  total  land  area  of  the 
Indonesian  archipelago. 

Given  the  proper  development  climate  and  the  general  high  level 
of  interest  in  Indonesia's  mineral  resources,  it  is  reasonable  to 
assume  that  mineral  exploration  in  this  country  will  intensify 
in  the  near  future  and  that  mineral  production  will  continue  its 
upward  trend.  Two  factors,  however,  have  always  to  be  taken 
into  serious  consideration,  i.e.  Indonesia's  dependency  on  foreign 
capital  supply  and  know-how  as  far  as  new  developments  are 
concerned  and  dependency  on  the  Japanese  market  as  a  major, 
if  not  the  single,  outlet  for  most  of  Indonesia's  mineral  export.' 

(Soetaryo  BIGIT). 
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CHRONICLE 


APRIL  —  MAY 

Internal  Affairs 

On  the  occasion  of  celebrating  the  Maulud  Nabi,  President 
Soeharto  stressed  the  function  of  religion  in  the  efforts  to  work  for 
social  development.  The  President  said  that  religion  will  have  no 
function  if  there  is  no  progress  in  human  society;  on  the  other 
hand,  no  true  development  is  attained  without  religious  perspective. 
The  President  emphasized  the  importance  of  mental  build-up 
through  the  programme  of  education:  in  which  we  develop  Indo- 
nesians imbued  with  the  spirit  of  Pancasila.  President  Soeharto 
further  declared  that  there  should  be  no  violation  of  freedom  in 
religious  belief.  Meanwhile,  on  the  same  occasion,  Prof.  Dr.  Mukti  Ali, 
the  Minister  of  Religious  Affairs,  said  that  Indonesia  follows  neither 
secularism  nor  theocracy.  It  is  erroneous  to  think  of  human  society 
merely  in  terms  of  either  secularism  or  theocracy.  Indonesia  is  a 
political  society  based  on  Pancasila,  where  Divine  Supremacy  is 
acknowledged  and  at  the  same  time  people's  sovereignty  is  honoured. 

The  Seventh  ABRI  Leaders'  Meeting  (RAPIM)  was  held  in 
Jakarta  from  24  to  28  April  1973.  In  his  address,  the  Minister  of 
Security  and  Defence,  General  M.  Panggaibean,  said  that  the  ABRI 
must  always  keep  in  mind  the  importance  of  efficiency  of  its  system. 
In  this  case  there  should  be  courage  and  decisiveness  to  abolish  old 
institutions  which  are  of  no  use  any  more,  and  create  new  ones, 
all  according  to  the  principle  of  efficiency.  In  the  meantime  the 
ABRI  must  keep  an  eye  on  and  thouroughly  analyse  new 
polarizations  coming  from  the  present  rapid  political  changes,  in 
order  to  get  an  appropriate  national  defence  system  able  to  face 
the  new  existing  political  configurations.  Lastly  General  Panggabean 
stressed  that  it  always  remains  the  first  task  of  the  ABRI  to  procure 
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national  security.  For  the  present  time,  the  ABRI  must  work  for 
the  succesful  realization  of  the  Sapta  Krida,  which  is  the  main 
programme  of  the  government. 

Foreign  [Relations 

Indonesia  -  China  relation  has  ibecome  one  of  the  widely 
discussed  political  issues.  It  is  learned  that  China's  foreign  minister 
has  already  sought  contact  with  Indonesia.  In  this  matter  Indonesia 
is  always  open  for  positive  relations.  However,  several  matters  have 
to  he  clearly  solved,  one  of  which  is  the  problem  of  the  overseas 
Chinese. 

Mr.  Walter  Scheel,  the  Foreign  Minister  of  the  Federal  Republic 
of  Germany,  arrived  at  Jakarta  to  lead  the  conference  of  West 
Germany's  Ambassadors  in  the  Asian-Pacific  region.  On  this  occasion 
Mr.  'Scheel  paid  a  visit  to  President  Soeharto  and  had  some  talks 
with  Mr.  Adam  Malik.  Mr.  Scheel  said  that  the  Federal  Republic  of 
Germany  has  fully  supported  the  Declaration  of  the  Neutralization 
of  Southeast  Asia  and  is  keen  to  study  all  possibilities  to  give  their 
aid  and  support  for  the  developing  regionalism  of  the  Southeast 
Asian  Nations.  Mr.  Scheel  hoped  that  in  the  near  future  German 
investment  will  flourish  in  Indonesia.  However,  it  is  the  task  of  the 
ASEAN  nations,  to  lay  a  sound  principle  and  assure  a  certainty  for 
foreign  investment. 

The  ASEAN  Foreign  Ministers  had  sent  a  memorandum  to  Japan, 
especially  concerning  Japan's  intention  to  produce  synthetic  rubber. 
Commenting  on  some  criticism,  accusing  that  Indonesia  has  given 
no  support  to  the  declaration,  the  Department  of  Foreign  Affairs 
said  that  Indonesia  fully  supports  the  memorandum. 

In  view  of  the  latest  developments  in  Vietnam,  especially  with 
respect  to  the  security  of  the  ICCS,  the  Indonesian  delegation  to  the 
ICCS  has  sent  some  proposals:  to  stop  temporarily  all  helicopter 
flights  until  the  situation  is  favourable  for  further  operations;  to 
stop  all  activities  for  the  time  being  to  carry  out  investigations; 
to  recall  all  members  in  the  subregional  teams ;  to  remind  all  parties 
of  their  respective  duties. 
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MAY  —  JUNE 


Internal  Affairs 

''Social  participation  and  social  communication  are  the  keystones 
for  further  process  of  national  development".  This  was  said  by 
President  Soeharto  while  addressing  the  conference  of  the  Provincial 
Governors.  The  same  was  stressed  by  Mr.  Mashuri,  the  Minister  of 
Information.  It  was  his  intention  to  build  up  a  social  communication 
system,  which  will  functon  in  accelerating  the  process  of  social 
change  in  Indonesia. 

To  turn  villages  into  active  producing  units,  a  new  institution 
has  been  installed.  This  is  the  BUUD,  i.e.  Badan  Usaha  Unit  Desa. 
For  the  time  being  the  BUUD  is  functioning  only  in  the  food 
collecting  activity.  But  the  institution  is  meant  to  be  a  means  of 
making  the  villages  self-propelling  economic  units. 

The  National  Planning  Board  has  decided  to  make  surveys  and 
studies  on  the  non-economic  factors  in  the  process  of  modernization 
in  Indonesia.  The  activities  will  cover  studies  on  cultural  patterns, 
social  institutions  and  political  structure.  The  Department  of  Social 
Sciences  of  the  University  of  Indonesia,  Jakarta,  has  been  assigned 
to  conduct  the  survey. 

In  the  meantime  a  change  was  made  to  reduce  the  numbers  of 
the  Regional  Defence  Command:  from  four  Regional  Defence 
Commands  to  three  Regional  Defence  Commands. 


Foreign  Affairs 

The  14th  IGGI  Conference,  held  in  Amsterdam,  decided  to  give 
$  '  876.600.000  aid  to  Indonesia.  The  conference  stressed  the 
importance  of  Indonesia's  economic  policy  that  is  oriented  to 
agriculture.  The  conference  also  stressed  the  importance  of  accurate 
statistical  data  to  support  the  programme  and  the  importance  of 
control  in  developing  forestry. 

On  May  25,  Mr.  Lee  Kuan  Yew  arrived  at  Jakarta  to  begin  his 
official  visit  to  Indonesia.  During  the  welcome  ceremony,  President 
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Soeharto  stressed  the  urgency  of  cooperation  between  Indonesia  and 
Singapore.  Mr.  Lee  Kuan  Yew  said  that  it  is  absolutely  wrong  to 
accuse  Singapore  of  not  having  Southeast  Asian  character  and 
orientation.  Concerning  the  relations  between  Indonesia  and  Singa- 
pore, Mr.  Lee  declared  that  ever  since  his  personal  contact  with 
President  Soeharto  at  the  Lusaka  Conference,  a  way  for  close 
cooperation  have  been  paved.  Mr.  Lee  had  a  two  hours' 
talk  with  President  Soeharto,  in  which  bilateral  matters,  and  regional 
as  well  as  international  problems  were  discussed.  In  the  meantime 
Mr.  Rajaratnam,  the  Foreign  Minister  of  Singapore,  and  Mr.  Adam 
Malik,  Indonesia's  Foreign  Minister,  signed  a  treaty  on  the  sea 
borders. 

From  June  5  —  7,  informal  talks  were  held  between  President 
Soeharto  and  Tun  Abdul  Razak  of  Malaysia  in  Palembang.  The  talks 
centered  around  the  bilateral  relations  between  Indonesia  and  Ma- 
laysia as  well  as  regional  and  international  matters  such  as  the 
coming  non-bloc  summit  conference  and  the  relations  with  the 
People's  Republic  of  China. 


JUNE  —  JULY 


Internal  Affairs 

On  June  1,  BKPM,  i.e.  Radian  Koordinasi  Penanaman  Modal,  was 
installed  by  President  'Soeharto.  This  institution  is  to  coordinate 
investments  in  Indonesia.  The  President  hoped  that  the  BKPM  would 
develop  an  integrated  and  speedy  system  in  its  work.  Dr.  Barli  Halim 
was  appointed  chairman  and  Mr.  A.R.  iSuhud  vice-Chairman  of  the 
BKPM. 

To  prevent  possible  shortage  of  rice  and  to  solve  the  problem 
of  rice  in  general,  the  government  promulgates  several  regulations 
concerning  rice  trade.  Inter^provincial  rice  trade  was  prohibited, 
with  an  exception  of  West  Java's  rice  trade  to  Jakarta.  Meanwhile 
three  Ministers  were  assigned  by  the  President  to  examine  the  rice 
situation  in  Java. 
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Foreign  .Relations 

Burma's  Prime  Minister,  General  Ne  Win,  paid  an  offical  visit 
to  Indonesia.  He  held  some  talks  with  President  Soeharto  and  met 
Dr.  Ibmu  Sutowo.  Matters  concerning  oil,  bilateral  relations, 
international  as  well  as  regional  problems,  were  among  the  problems 
discussed.  Meanwhile  Mr.  Adam  Malik  said  that  there  were  no 
concrete  and  definite  points  proposed  by  Burma  concerning  ASEAN. 


JULY  —  AUGUST 
Internal  Affairs 

The  House  of  Representatives  has  passed  a  new  legislation  on 
the  State  Auditing  Office  (BPK:  Badan  Pemeriksa  Keuangan).  The 
legislation  defines  that  state  finance  should  not  only  be  restricted 
to  that  of  the  state  budget.  Meanwhile  the  state  body  for  the 
investigation  of  finance  should  not  be  dependent  on  the  government. 

To  meet  the  possible  coming  food  crisis,  an  idea  to  establish  a 
rice  estate  has  been  proposed.  Basically  the  government  is  not 
against  the  idea.  However,  the  establishment  of  a  rice  estate  must 
be  studied.  The  President  has  instructed  some  departments  to 
explore  the  possibilities  and  the  planning  of  a  rice  estate.  In  the 
meantime  conditions  ought  to  be  set  up  so  that  the  coming  rice 
estate  would  not  be  harmful  to  peasants  in  the  country. 

The  conference  on  exports,  held  in  East  Java,  has  estimated 
that  Indonesia's  exports  at  the  end  of  the  Second  Five-Year  Plan  will 
amount  to  three  million  US$.  Up  to  the  first  semester  of  1973  the 
exports  already  reached  US'$  1.25  million.  It  is  worth  noting  that 
oil  has  been  the  backbone  of  Indonesia's  exports.  This  shows  a 
changing  pattern  in  Indonesia's  exports. 
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Foreign  Relations 

Dr.  Saiburo  Okita,  President  of  the  Overseas  Economic 
Cooperation  Fund  (Japan)  in  his  press  conference  in  Jakarta,  after 
having  visited  President  Boeharto,  declared  that  Japan's  partici- 
pation in  the  Asahan  project  was  one  of  the  topics  discussed  with 
the  President.  Dr.  Okita  stressed  the  importance  of  Japan  importing 
goods  from  Asian  countries,  including  Indonesia.  There  is  a  bright 
prospect  for  Indonesia  especially  to  increase  her  export  of  timber 
and  oil  to  Japan.  He  also  stressed  the  importance  of  management. 
Commenting  on  some  anxieties  among  the  Southeast  Asian  countries 
concerning  Japan's  economic  activities  in  the  Southeast  Asian  region, 
Dr.  Okita  said  that  in  this  enterprise  there  would  always  be  profits 
and  losses. 
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SlOEDJATMOKO,  born  in  1922.  Advisor  to  the  National  Planning 
Board. 

O.  SOETOMO  ROE8NADI,  born  on  January  9,  1935.  Lecturer  at  the 
Faculty  of  Social  Sciences,  University  of  Indonesia. 

M.  HADI  SOESASTRO,  (born  on  April  30,  1945.  Executive  Director 
of  CSIS. 

J.  PANGLAYKIM,  born  on  March  23,  1924.  Professor  of  Economics. 
Member  of  the  Board  of  Directors  of  CSIS. 

SRI-EDI  SWASONO,  born  in  1940.  Lecturer  at  the  Faculty  of 
Economics,  University  of  Indonesia. 

BAYIDIMAN  SURYOHADIPRIOJO,  born  on  September  21,  1927. 
Deputy  Commander-in-Chief  of  the  Indonesian  Army. 

ALI  MOERTOPO,  born  on  September  23,  1924.  Personal  Assistant 
to  the  President  of  the  Republic  of  Indonesia.  Honorary  Chairman 
of  CSIS. 

Tb.  BACHTIAR  RIFAI,  born  in  Pandeglang,  Bantsn,  West  Java. 
Professor  of  agriculture.  First  Rector  of  the  Bogor  Institute  of 
Agricultural  Sciences  and  former  Director  General  of  Education. 
Present  position:  Chairman  of  the  Indonesian  Institute  of  Sciences. 
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